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From Paris Report to ERP’ 


HE Congress of the United States is now engaged 

in debating the question of aid to Europe under 

the Marshall plan, or European Recovery Program. 

From the broad statement first sketched by Secre- 

tary of State Marshall at Harvard University on 

June 5, 1947, the idea has grown in breadth and depth 

to several volumes of official reports and finally a 

Presidential message. This analysis assembles, in one 

convenient package, data bearing on the costs of ERP 
from all official sources. 

The President’s message to Congress of December 
19, 1947, embodied the sum of Administration think- 
ing on the subject. It proposed that Congress appro- 
priate $17 billion over the next four years for this 
program. 

This represents a substantial reduction from the 
$29 billion with which the representatives of the six- 
teen European nations reportedly started. They 
themselves later scaled down the total to $22 billion, 
of which $19 billion was to come from the United 
States. The $17 billion finally proposed is the result 
of several evaluations of the Paris Report of the 
Committee for European Economic Cooperation. 
(All pertinent documents are described and listed 
in the accompanying bibliography.) 

At the present time, then, there exist several sets of 
estimates on the amount of aid contemplated under 
the Marshall plan. It therefore seems useful to spell 
out the differences as they have emerged in the vari- 
ous reports. 

Planning the aid naturally falls into two separate 
but related categories. The first is: how much money 
can the United States afford to make available in 
terms of total resources and the over-all economic 
impact of any given sum? The second is: how much 
of any commodity or raw material can this country 


2This is the first of a series bringing together data on the Marshall 
plan from the various official publications. 


supply and how much of it does Europe need? Con- 
clusions about either component, it is clear, will affect 
the size of the other. 


HOW MANY DOLLARS? 


The total number of dollars to be subscribed by 
the United States “is the financial counterpart of the 
unbalanced flow of goods and services across the 
Atlantic. The financial figures are the clearest means 
of illustrating and expressing the size of the problem 
that exists and its bearing upon the common affairs 
of the participating countries and the United States.”* 

The dollar estimates are made on the assumption 
that the size will decrease year by year, as the eco- 
nomic health of the sixteen nations is restored. These 
estimates include trade deficits with the entire Ameri- 
can continent, since “in general, Canada and Latin 
America . . . [need] . . . to earn United States 
dollars by their exports to Europe in order to pay for 
their import requirements from the United States 
itself.””? 

CEEC Report 

The Paris Report calls for a total supply of $22.4 
billion dollars from 1948 through 1951, of which 
$19.3 billion is to be supplied by the United States. 


It is broken down as follows: 
1948 1949 1950 1951 Total 


Billions of dollars 
Total dollar deficit.............. 8.04 6.35 4.65 3.40 22.44 
Less financing by International 
Bank) etesien (6.0, «astute oe D2 oe SD Tete Ome 3.15 
Total We 9s O10 casei edge 7.12 5.46 3.93 2.80 19.31 


These figures rest on special assumptions as to the 
course of prices.? It is assumed that 1948 import and 
export prices will be those ruling on July 1, 1947. For 
the subsequent years, it is assumed that export prices 

1CEEC, Vol. I, p. 50. 


I 
%See CEEC, Vol. I, pp. 121-122 for the reasoning involved. 
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1. The first report was made by representatives of the 
sixteen European nations meeting in Paris: Austria, 
Belgium, Denmark, France, Greece, Iceland, Ireland, 
Italy, Luxemburg, the Netherlands, Norway, Portugal, 
Sweden, Switzerland, Turkey, and the United Kingdom. 
Needs of Western Germany were also included. This is 
the basic document laying down prospective fiscal and 
material requirements from 1948 through 1951. 


Committee of European Economic Cooperation, General 
Report, Vol. I, U.S. Dept. of State Publication 2930, European 
Series 28, Sept. 1947. 

Committee of European Economic Cooperation, Technical 
Reports, Vol. II, U. S. Dept. of State Publication 2952, Euro- 
pean Series 29, Oct. 1947. 


2. This CEEC or Paris Report was followed by three 
separate but related studies undertaken in this country 
at the request of the President. They evaluated the 
amount of aid which the United States could or should 
supply, and possible impacts on the American economy. 
Their short titles are derived from the committee 
chairmen’s names. 

a. The Krug Report deals with the question of how 
much aid in various commodities the United States 
can afford in relation to available resources and future 
effects on those resources. It was formulated by 
government personnel in several federal agencies. 


Report of J.\A. Krug, Secretary of the Interior, National 
Resources and Foreign Aid, Dept. of the Interior, Oct. 9, 1947. 


b. The Nourse Report focuses mainly on the 
effects of exports on domestic production and con- 
sumption and the domestic price level. It was pre- 
pared under the direction of Paul T. Homan, of the 
staff of the Council of Economic Advisers. 


Council of Economie Advisers, The Impact of Foreign Ard 
Upon the Domestic Economy, A report to the President, 
(mimeo.) Oct. 1947. 


ce. The Harriman Report, among other matters, 
chiefly attempted the reconciliation between what 
the Paris Report requested and what the United 
States can “safely and wisely”? furnish. The report 
was drafted by a committee of “distinguished citi- 
zens”’ principally in business, labor and academic 
circles, in consultation with representatives of specific 
industries and government experts. 


President’s Committee on Foreign Aid, European Recovery 
and American Aid, 8 parts, parts 1 and 2 in one volume, 
(mimeo.) Nov. 1947, 

Taken together, these three reports, under the 
assumption that an aid program is desirable, set 
forth the pros and cons of “what” and “how much.”’ 
Only the Hariman study balances the specific Paris 
requests against American resources and tests the 
“realism” of the European nations, goals and the 
money and materials necessary to reach them. 


3. The Herter Committee (Select Committee on 
Foreign Aid of the House of Representatives), was 
established on July 22, 1947, pursuant to a resolution 
introduced by Rep. Christian A. Herter of Massachu- 


setts. It was created under broad terms of referenc 
to study the various aspects of foreign aid. Members 
of the committee were drawn from all the important 
House committees having to deal with foreign aid. The 
members, divided into various subcommittees, spent 
most of last summer in on-the-spot investigations in 
Europe. 

The committee has thus far published eleven reports 
with the help of several consultants headed by its staff 
director, W. Y. Elliot. The first two related to the $522 
million interim aid program to France, Italy, and 
Austria already passed. The remaining nine, bearing 
more or less directly on the Marshall plan, are the 
following: 


House Select Committee on Foreign Aid, “Grain Require- 
ments and Availabilities (Cereals Except Rice),” Preliminary 
Report Three, Nov. 12, 1947. 

House Select Committee on Foreign Aid, “Fertilizer 
Requirements and Availabilities (Western Europe, with 
Special Attention to France, Italy, Western Germany, and 
Austria),” Preliminary Report Four, Nov. 12, 1947. 

House Select Committee on Foreign Aid, “Petroleum 
Requirements and Availabilities,” Preliminary Report Five, 
Noy. 12, 1947, 

House Select Committee on Foreign Aid, “United States 
Steel Requirements and Availabilities As They Affect Euro- 
pean Needs for Interim Aid,” Preliminary Report Siz, 
Nov. 12, 1947. 

House Select Committee on Foreign Aid, “Coal Require- 
ments and Availabilities,” Preliminary Report Seven, Nov. 
12, 1947, 

House Select Committee on Foreign Aid, “Proposed 
Principles and Organization for Any Program of Foreign 
Aid,” Preliminary Report Eight, Nov. 22, 1947. 

House Select Committee on Foreign Aid, “Break-down of 
European Requirements by Major Categories,” Preliminary 
Report Nine, Nov. 22, 1947. 

House Select Committee on Foreign Aid, “Foreign Aid 
and Exhaustion of Natural Resources in Relation to a 
Stock-piling Program,” Preliminary Report Ten, Nov. 22, 
1947. 

House Select Committee on Foreign Aid, “Comparative 
Analysis of Suggested Plans of Foreign Aid,” Preliminary 
Report Eleven, Nov. 22, 1947. 


4. The State Department’s studies, on which the 
Administration’s proposals are grounded, appeared as 
a document for the use of the Senate Foreign Relations 
Committee. It contains the proposed bill, entitled the 
‘‘Economic Cooperation Act of 1948’; an explanation 
of the bill; an exposition of the essential elements of a 
European recovery program; the commodity require- 
ments and cost of United States assistance; and pro- 
posed United States organization and administration 
for such a program. 


Department of State, “Outline of European Recovery 
Program, Draft Legislation and Background Information,” 
submitted for the use of the Senate Foreign Relations Com- 
mittee, 80th Cong., 1st Sess., Committee Print, December 19, 
1947. 
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will remain the same. But import prices will be re- 
duced—as compared with July, 1947—in 1949 by 
TYo%; 1950 by 10%; 1951 by 1214%. 


Nourse Report 


The Nourse Report does not discuss the CEEC 
figures, but starts with the assumption that the first 
year’s financing would be at the $8 billion level— 
which is somewhat larger than previous annual grants. 
But this would place no greater strain on the economy 
than during the second quarter of 1947, when the ex- 
port surplus was greatest. It presents a tabulation! 
showing that the United States from July, 1945, 
through June 30, 1947, gave loans, property credits, 
grants, and other relief amounting to $16.3 billion, of 
which $12.6 billion was expended. This two-year fig- 
ure tallies exactly with the $12.6 billion asked by the 
Paris Report for the first two years. 

The sixteen nations received $9.3 billion of this 
sum of which $7.8 billion was spent by June 30, 1947, 
leaving $1.5 billion still available at that time. Prob- 
ably very little of this sum is now left. France, Italy 
and Austria have already received a special addi- 
tional grant of $522 million to tide them over the 
winter. 


Harriman Report 


The Harriman Committee makes some rather sharp 
cuts in the CEEC estimate.” It believes that imports 
from the United States will be less than assumed, that 
European exports will also be lower, and that the 
price assumptions of the CEEC are unrealistic. No 
definite figure is set up beyond 1948. Because of the 
uncertainty of definite forecasting, a range of esti- 
mates is suggested. It states that what is essentially 
involved is a continuation and moderate increase of 
previous United States aid, plus lending by the In- 
ternational Bank and private sources. The Harriman 
Committee feels that although the CEEC’s estimate 
of the dollar deficit is too large, it has nevertheless 
outlined the general magnitude of the problem. 

The Harriman group, in reality, presents four sets 
of estimates for 1948 and for the total 1948-1951 
period. They rest first on high and low availability 
of goods, chiefly from the United States, and second, 
on the CEEC forecast of prices and the Harriman 
Committee’s own assumption that price conditions 
will be closer to 742% above July 1, 1947, in 1948, 
and 714% lower in 1951. 

Based on the following estimates, the committee sug- 
gests that planning for 1948 proceed on the basis of 
$5.75 billion, since it considers the higher price as- 
sumption definitely more realistic for this year. For 


1Council of Economic Advisers, pp. 93-94. 
*President’s Committee on Foreign Aid, Pt. 2, Section L. 
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the four-year period, it recommends that from $12 
billion to $17 billion in dollar aid be contemplated. 


1948 1948-1961 


Billions of dollars 
Low availability 
CEEC prices... «.:. Sens sosetenitins 5 Menalels stasis 5.23 12.50 
Higher, prices: citat). sis oie sloadad sds obaplawiers 5.78 14.62 
sate availability 
REG pricessyes 228d rere ss eee os es 5.71: 14.64 
Higher prices:,, .cgcee hla des 088 3 ok vos ees 6.34 17.16 


A good part of the discrepancy between the CEEC 
estimate of $19.3 billion and the Harriman Commit- 
tee’s range is accounted for by a $2.5 billion to $6.0 
billion downward revision in the amount of exports 
which the United States can supply. The committee, 
on the other hand, is a bit more optimistic than the 
CEEC on the amount available from the rest of the 
Western Hemisphere. 

The higher price assumption revises the figures up- 
ward from $2 billion to $2.5 billion. CEEC assumes 
$3.13 billion of non-Treasury financing, while the Har- 
riman Committee places this figure at from $4.5 bil- 
lion to $5.8 billion. 

When all the revisions are balanced out, the Paris 
request is cut by $2 billion to $7 billion. 


Herter Committee 


The Herter Committee has thus far not produced 
any over-all detailed recommendations. Its principal 
statement asserts that the Paris Report “estimates 
[are] little more than efforts to arrive at the order of 
magnitude of the problem. . . . Since the calculations 
were necessarily in the nature of guesses as to the 
probable levels of prices, size of harvests, rate of utili- 
zation of equipment, ability to use and transfer man 
power, and other unknown factors, the committee 
cannot feel that the estimates constitute, in any sense, 
the base for a long-term authorization of funds.”? 

This statement may be regarded as illustrative of 
the lines which Congressional debate over the Mar- 
shall plan may take. 


State Department 


The State Department, representing the executive 
branch, prepared the analysis on which the Presi- 
dent’s request for $17 billion was based. 

Various evaluations and revisions of the CEEC re- 
port were made, and the outcome is a set of figures 
closer to the European request than that of the Harri- 
man Committee. They rest on a more complex set 
of price assumptions” than those in its predecessors, 
as the table on page 4 discloses. 

The differential movement of the “Other America” 
prices in the table is due to a belief that downward 

para Select Committee on Foreign Aid, Prelim. Report Eight 
pp. 

Department of State, pp. 93-96. 
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adjustments in Argentine grain prices can be ex- 
pected. The prices shown above are disclaimed as 
forecasts, but are presented as “boundaries within 
which price variations will probably occur.” 


Price Assumptions 


Percentage of July 1, 1947, Prices 
Source: Department of State 


April 1, 


1948, to | 1949-50 | 1950-51 | 1951-52 


‘apn: June 30, 


“High” assumption: 
(a) Imports from: 


United States............ 107.5 

Other Americas. ......... 105 

Other nonparticipating. ... 107.5 
(b) Exports to: 

United States............ 105 

Other Americas.......... 105 

Other nonparticipating. ... 105 


“Low” assumption: 
(a) Imports from: 


United States............ 85 

Other Americas.......... 82.5 

Other nonparticipating. .. . 85 
(b) Exports to: 

United States............ 90 

Other Americas.......... 90 

Other nonparticipating. .. . 90 


According to this price framework, the State De- 
partment’s estimates work out as follows: 


Billions of dollars 
April 1, 1948 
to al Fiscal Fiscal Total 
June 30, 1949 1950 1951 1952 
Total dollar defi- 
Cit sucrcctee 8.7 5.2-5.7 3.6-4.5 2.5-3.7 20.0-22.7 
Less non-Treasury 
financing...... 1.8 1.1-1.2 : 1 


8 8 4. 
Total U. S.aid.. 7.4 4.0-4.6 2.8-3.7 1.7-2.9 15.9-18.9 


The four-year authorization suggested is $17 bil- 
lion, since it is felt that price conditions and other 
factors will not be as favorable as the lower range of 
the estimate would require. 

It will be noted that the initial appropriation is 
for fifteen months, and that the estimates are on a 
fiscal year basis with the period ending on June 80, 
1952, rather than on a calendar year, as are the other 
estimates. The estimate of $7.4 billion for the first 
period may be reconciled with the President’s request 
for $6.8 billion as follows:? 


Billions of dollars 
Total Dus. aidsecvisentcees cn cee et ee $7 442 
Less U. S. Army request to prevent disease 
and unrest in Germany.................. —.822 
SODtOa oe amnesic ea nome eee 6.620 
Plus funds required prior to June 80, 1949 for 
subsequent contracts to ship.............. +.200 
New total, (ot ot ene 6.820 
The $6.820 billion is then rounded to $6.800 billion. 


Wbid., p. 118 

*Ibid., p. 43. This reduces the range of the total estimate through 
1952 from $15.9 billion-$18.6 billion to $15.1 billion—$17.8 billion, 
Hence, the $17 billion suggested is close to the upper limit, 


In the bill authorizing the European Recovery Pro- 
gram which the Administration submitted to Con- 
gress, both the initial $6.8 billion and the total $17 
billion appropriations were specified. At the sugges- 
tion of Senator Vandenberg, however, the $17 billion 
has been eliminated from specific mention in favor of 
a general statement permitting continuing appropria- 
tions.1 


BEYOND THE DOLLARS 


Such, then, are the outlines of the dollar magnitude 
of the Marshall plan as it went to Congress. Even 
when the important hurdle of a decision on the 
amount of money is taken, there remain major prob- 
lems such as how much of it shall be loaned and how 
much granted outright; the separation of allotments 
to the various countries; the conditions of acceptance; 
and the form of administration. Above and beyond 
this is the proposal to appropriate dollars in order 
that stabilization of individual currencies may be 
undertaken. This is outside the purview of the pres- 
ent plan. 

Underlying these over-all problems are such ques- 
tions as commodity availabilities, the capacity of 
various industries both here and abroad, and the opti- 
mum distribution of resources. 


Lawrence A, MAYER 
Division of Business Economics 
1Exchange of letters between Senator Vandenberg and Under © 


Secretary of State Lovett, published in the New York Herald Tribune, 
Jan. 6, 1948, pp. 1, 10. 


Business Bookshelf 


PAMPHLETS 
(See also pps. 11, $1) 


Cooperatives in a Capitalistic Economy—The role of 
cooperatives is to overcome some of the imperfections in the 
competitive process. The basic economic objectives do not 
differ from those of ordinary capitalistic enterprise. By E. 
Fred Koller, Journal of Farm Economics, Proceedings 
Number, November, 1947, The American Farm Economic 
Association. 

‘‘Statement Studies as of December 31, 1946”°—A com- 
pilation of financial data of manufacturing and trade firms. 
with total assets under $10 million arranged by minor indus- 
trial groups and by size classes. Robert Morris Associates, 
Philadelphia, 1947. 


‘*Housing Characteristics in 108 Selected Areas””—This 
report contains 1946 data on tenure, rent, and plumbing 
equipment of primary families and subfamilies in occupied 
dwelling units, comparing this with similar data from the 
1940 census, as well as 1946 data on vacancies among pri- 
vately financed dwelling units, and income of employed 
World War II veterans. Housing and Home Finance 
Agency Statistics Bulletin No. 1, Bureau of the Census, 
Department of Commerce, December, 1947. 
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Business Indicators Forecast for 1948 


HE discussion attending the appraisal of “The 

Business Outlook for 1948” by the Conference 
Board Economic Forum and guests has already been 
published. In addition to this oral discussion, the 
participants were asked to submit their estimates for 
1948 of the fifteen business indicators most commonly 
used for forecasting purposes. In order to determine 
the anticipated trend during 1948 it was asked that 
figures supplied show the average for the opening six 
months as well as for the closing half of the year. 
Almost all the participants submitted estimates, al- 
though in some instances only a small number of indi- 
cators are covered. This cooperation was obtained 
with the understanding that the identity of individual 
responses would not be disclosed. 

Results for each of the indicators are shown in the 
accompanying table. An analysis of a similar sum- 
mary of forecasts for 1947 reveals that the Forum 
foresaw the actual trend of business activity last year 
much more accurately for the opening half than for 
the closing half of that year. Estimates for the closing 
half were largely influenced by the belief of the ma- 
jority of participants that prices would decline sharp- 
ly after the initial upward bulge. In many instances, 
however, the top range of estimates? even for the sec- 
= “The Business Outlook for 1948,” Studies in Business Economics 

Ror details of last year’s estimates see The Conference Board 
Business Record, January, 1947, pp. 26-27. In comparing 1947 
forecasts with 1947 actual it should be carefully noted that the con- 
ceptual framework of national accounts has been drastically altered 
during the past year; for this reason, direct comparisons with actual 
national income, gross national product, personal savings and related 


totals are difficult. All estimates for 1948 are based upon the latest 
revised figures 


ond half of 1947 closely approached the actual levels. 

In general, the estimates submitted by the partici- 
pants for the opening months of 1948 are not widely 
divergent. The range is relatively narrow and the 
use of an average figure, whether median or arith- 
metic average, is a fair measure of central tendency. 

Estimates for the second half, however, show wide 
diversity. Estimates of gross national product, for 
example, have a range of $60 billion. This militates 
against the-use of any average for the second half 
of 1948 as indicative of central tendency of the 
group’s thinking. Those who were pessimistic about 
the second half of 1948 foresaw declines of far greater 
magnitudes than the increases anticipated by partici- 
pants who expected business activity to continue 
upward. As a result, the average is more heavily in- 
fluenced by one or two participants who, for example, 
anticipated a decline of $20-$40 billion in gross na- 
tional product than by a larger number who be- 
lieved gross national product would continue to rise 
at a modest rate. Several of the participants also 
believed many of the business indicators would be 
about the same in both halves, with the result that 
the sharply lower figures predicted by a few partici- 
pants again significantly influenced the arithmetic 
average. 


Industrial Production 


Six estimates for the first half ranged from 190 to 
195. Only three believed this rate would prevail in 
the second half, while one participant set the average 
at 200. Four estimates of less than 175 for the second 


TABLE 1: SUMMARY OF FORECASTS FOR 1948 
(Appropriate Units Shown in Table 2) 


First half 
Business Indicator 
Number of Arithmetic 

Replies Average 

Industrial production........ 12 189 
National income............ 11 
Gross national product... ... 10 
Personal income............ 10 
Personal savings............ 9 
Corporate profits............ 9 
ba ee 9 
oO icultural employment. 8 
Weekly. earnings sys; 8223, ..’. 8 
Wholesale prices Geena? oat 12 
Consumers’ price index. ..... 12 
VICON A ee es 5 
arloadings.. 2.5.55.) 025 65° 5 
Construction contracts...... Mh 


Second half 
Range peace na ae Median Range 
180-195 11 183 185 165-200 
195-220 9 196 195 165-230 
223 229 185-245 
193 200 168-209 
9.5 10.0 6.0-14.0 
12.7 13.5 5.0-17.0 
8,260 8,000 7,700-9,200 
40,900 41,150 38,000-43,100 
50.17 50.00 48 .00-—52.00 
154 155 138-170 
163 163 145-178 
119 120 100-135 
866 850 800-960 
605 640 400-750 
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half were supplied while the lowest figure for the 
first half was 180. 


National Income 


November, 1947. Half the participants believed that 
the cost of living would be substantially lower in 
the final months of 1948 than in the same period last 
year. 

In contrast, however, nearly half the replies indi- 
cated that the wholesale prices for the first half of 
1948 would be lower than they now are. Only three 
members of the forum believed that wholesale prices 
in the second half of 1948 would be as high as they 
are today and only one participant indicated a sig- 
nificantly higher price structure in the closing than 
in the opening half of 1948. 


Nine of eleven estimates for the first half exceeded 
$200 billion; of these, four fell within the range of 
$210-$220 billion. Of the nine estimates of national 
income for the second half, only four were above 
$200 billion and only two above $210 billion. One 
analyst estimated the decline in the second half at 
$35 billion (annual rate); two others, at about $20 
billion. 


EB LAI Aa Sac Corporate Profits after Taxes 


Five of the ten estimates supplied were concen- 
trated at about $240 billion for the first half of 1948. 
Only two estimates were of this magnitude for the 
second half. Declines foreseen were more violent for 
this particular business indicator than for any other; 
the largest reduction foreseen was $40 billion (annual 
rate). 


Prices 

None of the participants believed that any signifi- 
cant downturn in the cost of living indexes could 
develop in the first six months of this year. A third 


of the estimates were at least five percentage points 
above the levels of the index of consumers’ prices in 


In several instances sharp declines in other business 
indicators were not accompanied by a corresponding 
reduction in corporate profits. Of the seven estimates 
submitted for the second half of 1948, only two were 
below $13.5 billion. 


Wages 


In only two replies were average weekly earnings 
in manufacturing lower than in the final months of 
1947. Four of six replies for the second half placed 
weekly earnings at a lower figure than the present. 


Martin R. GarnsprucH 
Division of Business Economics 


TABLE 2: BUSINESS INDICATORS MOST FREQUENTLY USED FOR FORECASTING PURPOSES! 
Business Indicator Unit 1929 1989 1940 1941 1942 1948 1944 1947 Latest Month 
1947p 
Industrial Production 
Federal Reserve..........| 1935-839=100 110 109 125 199 186a 192 Nov 
National Income 


Dept. of Commerce....... 
Gross National Product 

Dept. of Commerce....... 
Personal Income 

Dept. of Commerce....... 
Personal Savings 


$ Billions 87.4 12.5 81.3 
$ Billions 


136.5 


103.8 | 90.4 | 100.5 159.6 


$ Billions 85.1 72.6 18.3 


122.2 


Dept. of Commerce....... $ Billions 3.7 2.7 3.7 : 25.4 Sel. gates aes 
Corporate Profits after Taxes 
Dept. of Commerce..... $ Billions 8.4 5.0 6.4 ; 9.4 166d) 7 .-remta 


Retail Stores—Avg. Mo. Sales 


Dept. of Commerce....... $ Millions 4,088 | 3,503 | 3,866 4,796 9,135 f| 10,008 Oct. 
Nonagricultural E’ployment 
Mo. Avg., B.LS..........| Thousands | 31,149 | 30,287 | $2,031 39,697 42,3989] 43,449 Nov 
Avg. Weekly Earnings 
Manufacturing, B.L.S.... Dollars 25.81 | 28.86 | 25.20 $6.65 48.91g| 51.02 Nov 
ie Wholesale Prices 
RAB: sw, sins eteelolma gin sate vray) 1926 =100 95.3 77.1 78.6 98. 150. 159.5 N 
ae gic Price Index e 16 = 
A ir} ~ eet =e 2 ee 1935-39=100 | 122.5 99.4 | 100.2 116.5 158.5g| 165.0 Noy. 
oe bi ford 7s Prices 
tandard and Poor’s......| 1985-39=100 | 200.9] 94.2] 88.1] 80.0] 69.4 123.0g| 123.6 Nov 
Coinage Newly Avg. 
Assn. American Railroads.| Thousand cars| 1,016 653 699 815 8 875 N 
ers Cotas Awarded ca a S 
o. Avg., F. W. Dodge...| $ Millions 479.2 | 295.9 | 333.7 | 500.6 | 687. : 715.1 N 
AgriculturaljProduction Re kon sd “i 
Dept. of Agriculture... ... 1935-39 =100 99 106 110 113 124 1864]. -nand orton 


See American Statistical Association, i “8 $ |, PP. M4 
Pp or dem wi eda ig iation, Bulletin No. 2, May, 1944, pp. 20-21, for method 
aAverage of the first eleven months—seasonally adjusted. 
bSeasonally adjusted annual rate of the second quarter. 
Seasonally adjusted annual rate of the third quarter. 


dSeasonally adjusted annual rate. 
ePreliminary estimate of the Department of Agriculture. 
i of the monthly average for the whole year based upon data for the first 
nm months, 
gAverage of the first eleven months, 
pPreliminary 


January, 1948 


BUSINESS RECORD 7 


Taxing Community Property 


CALIFORNIA couple with a net income of 

$25,000, all earned by the husband, pays a fed- 
eral income tax of $6,460—$2,622 less than that paid 
by a couple in similar circumstances living in New 
York. The Californians are residents of a community- 
property state, and their community income may, for 
federal income-tax purposes, be equally divided be- 
tween husband and wife and reported on separate re- 
turns. The tax liability of the couple residing in New 
York amounts to $9,082. For in New York, the in- 
come earned by the husband must be reported on a 
single return. 

The division of community income under the com- 
munity-property system permits married couples to 
benefit from the graduated surtax scale of the federal 
income tax. At the discretion of the spouses, separate 
returns can be filed, each reporting half of the com- 
munity income. The result is a lower tax liability 
as compared with the amount that would be payable 
on the entire net income, a tax saving ranging from 
$19 to $23,921. (See Table 1.) 

The community-property system has been in effect 
in nine states! and Hawaii and in some of them has 
been operative for many years. During the past year, 
the tax advantage enjoyed under this system has led to 
its adoption in four more states” and to its considera- 
tion in others. Governor Dewey has stated that New 
York would be forced to enact a community-property 
law in the absence of Congressional action permitting 
the division of income for federal income-tax pur- 
poses. He emphasized that under existing law mar- 
ried couples in New York State pay $170 million in 
income taxes which they would not have to pay 
under the community-property system.’ 


WHAT IS COMMUNITY PROPERTY? 


The community-property concept is essentially that 
of a marital partnership. An association between hus- 
band and wife is formed upon marriage. Community 
property is the property belonging to this association, 
each spouse owning half. 

The general features of the system are found in all 
community-property states, though specific provisions 
may differ. The spouses hold individual title to 


1Arizona, California, Idaho, Louisiana, Nevada, New Mexico 
Oklahoma, Texas, and Washington. 

*Michigan, Oregon, Pennsylvania, and Nebraska. The Pennsyl- 
vania law was declared invalid in a court action on November 26, 
1947. The Pennsylvania Supreme Court stated that the law was 
vague, uncertain, and conflicting; and that the provisions regarding 
the transferability of income from separate property into com- 
munity property were unconstitutional. 

*New York Times, December 14, 1947, p. 10. 


property acquired before marriage. Gifts, bequests, 
and inherited property do not become community 
property even if acquired after marriage. The in- 
come flowing from community property accrues 
equally to each of the spouses. This holds true for 
income from separate property in half of the com- 
munity-property states.1 Income earned by either 
spouse after marriage is generally regarded accruing 
one half to each spouse. 


WHY THE TAX DIFFERENTIAL? 


Since married persons, so far as their own income 
is concerned, can file combined or separate returns 
for federal income tax purposes, whichever is. to their 
advantage, spouses filing separate returns in a com- 
munity~property state can each report half of the 
income accruing to them jointly. The division of the 
income usually results in the application of a lower 
surtax bracket and a reduction of the total tax lia- 
bility. 

For example, a married man with a net income of 
$20,000 in New York (his wife having no income) is 
taxed upon the entire amount. A couple residing in 
California can file separate returns, each reporting 
$10,000. This results in a tax saving of $1,700.50. 
Division of income, where it results in reducing or 
eliminating inequalities of income existing between 
husband and wife, results in a lower tax liability. 
However, where the division augments the inequality, 
higher taxes can result.” 


INCOME-TAX ADVANTAGE 


The income-tax advantage, which accrues from the 
division of community income, benefits, in the main, 
the taxpayers in the middle and upper brackets. To 
the couple with a combined net income of $3,000, resi- 
dence in a community-property state offers no federal 
income-tax savings. The, tax advantage amounts to 
only a $19 maximum at the $4,000 net income level. 
Where the net income is $10,000, the income-tax dif- 
ferential is $342, at most. The maximum tax advan- 
tage, $23,921, is reached at the $500,000 net income 
level. (See Table 1.) 


Mdaho, Louisiana, Oklahoma, Oregon, Nebraska and Texas. This 
provision was in the Pennsylvania law. 

2Treasury Department, ‘““The Tax Treatment of Family Income,” 
pp. 83-34. The Treasury study gives the following example: A wife 
has a separate property income of $100,000 and the husband earns 
$30,000 which becomes community income under the community- 
property system. The wife’s taxable income then becomes $115,000 
and the husband’s $15,000, thus moving part of the income into higher 
surtax net income brackets. The study points out that the impact of 
such a situation might be lessened Citic pre-marriage contracts 
governing property rights after marriage. 
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About 25 million married couples file federal in- 
come-tax returns. Of this number, an estimated 2.7 
million couples reside in community-property states, 
with 900,000 of this 2.7 million filing separate returns. 
(See Table 2.) 


FEDERAL ACTION POSSIBLE 


The equalization of the federal income-tax liabili- 
ties of married couples could be achieved either 
through the further extension of the community- 
property system or through Congressional enactment 
of equalizing legislation. 

Past attempts to equalize these liabilities, both in 


the courts and in Congress, have usually been in the. 


nature of attacks upon the operation of the commun- 
ity-property system itself. These attempts met with 
failure. The division of community income by resi- 
dents of community-property states for federal in- 


Table 1: Comparison of Tax Payable on Specified 

Net Incomes by a Husband and Wife Residing in 

Noncommunity and Community-property States 
Source: Joint Committee on Internal Revenue Taxation 


Cae : 
Net Combined Income of Hus.| Noncommunity-| Property State," | a. 4 avantage 


bend and Wife Before Personal| property State,! in Community- 
emption Total jtorlan a AN ee property States 
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$1,000. 5 PA ona. || Des ene | ee 
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BOUGwaleleecicule dene ae 152.00 152.00) 9 veces 
ROOD so retest: ets Be 190.00 190,00:| 2.22 
C2500 ee eee 285 .00 285.00 | ...... 
AL UGA bree een 880.00 838000! || mya eee 
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Si2 DWE a, ares 2,869.00 | 2,337.00 532.00 
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$14,000 5905 OL: 8,638.50 2,869.00 769.50 
$15,000 28k hen 4,047 .00 3,154.00 893.00 
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0008 ere cee: 9,082 .00 6,460.00 2,622.00 
000 ea. et rns 11,970.00 8,540.50 8,429.50 
$40,000 52 eee, 18,097.50 18,290.50 4,807 .00 
$50,000: Serer eet 24,795 .00 18,724.50 6,070.50 
960,000: i a o>. $1,891.50 24,529.00 7,362.50 
970,000) ine een 89,273 .00 80,561.50 8,711.50 
000 rita. eee eae 46,939.50 36,850.50 10,089.00 
000s aetna 54,891.00 43,434.00 11,457.00 
$100;000;,.02), 5 63,127.50 50,274.00 12,853 . 50 
$150,000; 32.33. 105,383 . 50 86,958.50 18,430.00 
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$900,000 Feo. ee 234,564.50 | 211,612.50 22,952.00 
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00 nc eat oe 407,464.50 | $88,543.50 23,921.00 
SIEO000%2 ee 623,589.50 | 599,668.50 23,921.00 
$1,000,000.) ,. 7 coat 839,714.50 | 815,798.50 23,921.00 
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$5,000,000.............. 4,275,000.00 |4,273,793. 50 1,206 . 50 
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Table 2: Estimated Distribution of Married 


Couples Who Would Benefit from Income 
Splitting 
Source: Treasury Department 
In millions (Figures are rounded and will not necessarily add 
to totals) 


Separate 
Returns | Returns Total 


80 to $2,000. ...56.0. 60 ce ees 


Note: Assuming income payments of $166 billion in calendar year 1947. 
aLeas than 50,000. 


Table 3: Estimated Revenue Effects Under the 
Various Family Income Plans 
Source: Treasury Department 


Tn Millions 
Number of 
Plans paaeeeee 5 ao 
in Revenue Affected 
1. Mandatory joint returns...........] +$541.7 1.4 
2. Management and control of com 
munity income................. +81.6 6 
8. Dual-rate schedule................ +997.7 1.4a 
4. Split income: 
a. Splitting optional for spouses. . -743 5 4.9 
b. Option to split conditioned on! 
inclusion of children’s income. . 632.2 4.8 


income payments of $166 billion in calendar year 1947, 
taxes of about 7.2 million single persons would be increased. 


Note: Assumi 

aln addition, 
come-tax purposes has been upheld by the Supreme 
Court of the United States on constitutional grounds. 
In Congress, legislative endeavors to permit the tax- 
ing of the spouse who exercises management and 
control over the community property or to require 
joint returns were unsuccessful. 

During the past year, proposals for federal authori- 
zation of income splitting have received a favorable 
reception. This would permit a husband and wife to 
total their separate incomes and each to report half 
for federal income-tax purposes, irrespective of state 
laws governing ownership. About five million couples 
would benefit from income splitting, mainly in the 
middle and upper income brackets. In the combined 
surtax net income class, $2,000-$4,000, 3.8 million 
couples would benefit. The plan would affect 1.2 mil- 
lion couples with a combined surtax net income of 
$4,000 and over. The revenue loss to the Treasury 
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has been estimated at $744 million.1 (See Table 3.) 

The income-splitting feature is included in Con- 
gressman Knutson’s tax reduction bill now under con- 
sideration by Congress. It would place married tax- 
payers on equal footing by permitting the division of 
income for federal income-tax purposes, but does not 
undertake to require the adoption of community- 
property principles such as dual ownership. The bill 

1Assuming income payments of $166 billion in calendar year 1947. 


BUSINESS RECORD 


9 


is expected to provide for elimination of the disadvan- 
tage which now exists in the community-property 
states under the federal estate and gift tax laws.* 


Brernarp Moss 
Division of Business Economics 


1For further discussion of the application of federal estate and gift 
taxes to community-property states see the Hearings held by the 
House Ways and Means Committee on revenue revision, Part 2. 


Effects of a Booming Population 


HE present population boom, unprecedented in 
history, may give the United States a bonus of 
from ten to twenty-five million people in the year 
1990. This surge of population growth has already, 
in the period from the 1940 census to July 1, 1947, 
increased the population by about twelve million per- 
sons. This increase will have a significant effect upon 
the trend of population growth and decline and may 
have important social and economic consequences. 
The extent of the rise in the birth rate and conse- 
quent population growth has surpassed all expecta- 
tions. The United States, with a population exceed- 
ing 144 million has already as many people as was 
expected two years from now. Projections made as 
late as 1943,1 assuming medium trends of fertility 
and mortality, estimated that the United States 


1National Resources Planning Board, “Estimates of Future 
Population of the United States 1940-2000,” August, 1943, p. 29. 


Table 1: Population Projections Made at Various 


Dates! 
Figures in Thousands 

Years 1938? 19464 acne 
1040.........| 181,993 131,669 131,970 
1945.........] 186,447 189,621 189,586 
PAR rete aa:.5\s-<ifim asst aie 140,840 | 141,200 | 141,229 
Eo Saeeene| rsa 142,186 | 144,000 | 144,002 
CD BE es MEA 5 143,329 | 145,400 | ..... 
PR Fey Bm sgh! watene'e 144,457 | 146,800 | ..... 
1950.........] 140,561 143,896 | 145,460 | 148,300 | ..... 
Oe Saas 144,093 | 148,186 | 149,840 | ..... | ..... 
BOGUS iicia's « 146,987 | 151,646 | 153,375 | ..... | ..... 
OGG io «.0/csie 149,841 | 154,694 } 156,692 | ..... | ..... 
1070-.)......] 151,170 | 157,442 | 159,847 | ...-. J <2... 
Lg Ie 152,483 | 159,597 | 162,887 | ...... | «.... 
MORE: Ssperuterais 158,022 | 160,906 | 168,877 | ..... | «..+- 
OU ARS See 161. S800) 164,552)" ...- N) setes 
es Bed eee TEVZ0G") 164:685 9|\ oe te ees s 
Oe Sets. ll OTe aes BU GSS ie AOA RTH crcl) Gein 
MMMM ec cc cel eae. | 2OO,420 7 165,518 |" se | Pees 


Ww. S. mpson ani n, National urces Committee, “The 
Problems of a ing Population,” May, 1938, p. 24 
Ww. Thompson an ton, National Resources poner | Board, 


Ss. d P. K. Pp! 

“Estimates of Future Population of The United States, a, 1948, p. 
‘Bureau of the Census, ion Reports Series, P. 46, No. 7, Sept. 15, 1946 
SJ, A. ig, “National Resources and Foreign Aid,” Oct. 9, 1947, p. 59 

‘Bureau of the Census. 


would not have a population this size until past the 
year 1950. The most recent surge of growth has 
been of such magnitude that an estimate of the 1947 
population made slightly more than a year ago by 
the Bureau of the Census fell 2 million short. 


HOW MANY MORE? 


Of great interest in any discussion of a population 
increase is the factor of how much the increase is 
likely to add to our numbers in the future. It is there- 
fore necessary to have in mind the secular trend of 
growth of the American population. The question, 
essentially, is how much of a deviation from the pre- 
viously existing trend will this bulge in population 
cause. The United States has enjoyed a spectacular 
growth in population over its relatively short history. 
It has increased to over fifty times its size in 1776. 
It has, however, been growing more and more slowly. 
The decennial rate of increase has declined steadily 
from a high of 41.3% in the 1790’s to 7.2% in the 
1930's. 

During the period from 1935 to 1940 the fertility 
and mortality rates were such that the net reproduc- 
tion rate for the period fell to .98. A net reproduc- 
tion rate of 1.00 is required for population mainten- 
ance. A net reproduction rate of .98 for the United 
States, therefore, indicates that if the fertility and 
mortality rates, at specific ages, for the 1935-1940 
period were continued indefinitely, they would result 
in a 2% decline in the population per generation 
(twenty-five to thirty years). 

On the basis of established secular trends, projec- 
tions of the future population of the United States 
made in 1938,1 assuming medium fertility and mor- 
tality, estimated the population at 144 million in 
1955 and 153 million in 1980. (See Table 1.) 

Although the war has been the chief cause for in- 
validating these population projections, it is appar- 
ent that, quite apart from the war, certain changes 


National Resources Committee, “Problems of a Changing Popu- 
lation,” 1988, p. 24. 
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began in the late Thirties, which by the early Forties 
had altered the outlook for the future population of 
the United States. “Among the new factors that are 
affecting the future size and composition of the pop- 
ulation are the continuance,” says the National Re- 
sources Planning Board, “of the upward turn of the 
birth rate that began in the middle 1930’s, the intro- 
duction of new chemotherapy with its promise of 
further reduction of mortality, the relatively favor- 
able course of Negro mortality in recent years, the 
progressively greater concentration of childbearing 
in the earlier years of marriage, and considerable ad- 
vances in the science of nutrition.”? 

Some explanation of the rise in the birth rate in 
the late Thirties may be found in the fact that the 
depression reduced marriages far below normal in 
each year from 1930 to 1933. By the end of 1933 a 
large “backlog” of marriages existed. From 1934 on- 
ward, marriages exceeded the expected number in 
every year except 1938, which was also a depressed 
year. This, plus the fact that young people were able 
to marry sooner because of earlier and more profitable 
employment, gave impetus to the rise in the rate of 
births in the late Thirties. 

The worsening of the depression during 1930 to 
1932 caused the postponement of hundreds of thou- 
sands of births by that large group of the population 
who plan the number and spacing of their children. 
Some of these births were put off permanently by 
divorce, sterility, death, and other factors, but most 
occurred during the late Thirties. 


EFFECT OF THE WAR 


The entrance of the United States into the war 
gave sharp impetus to a rise in the birth rate. The 
net reproduction rate rose 20% between 1940 and 
1943. Some of the depressing influence of the war 
on the birth rates and mortality rates began to be 
felt in 1944 and 1945 when a great percentage of the 
male population between twenty-one and twenty- 
eight were in service and overseas. The end of the 
war saw another rise in the birth rate. In 1946 the 
net reproduction rate was almost 20% over the 1945 
figure. The birth rate has continued to remain high 
in 1947 but is beginning to taper off a bit. (See Table 
2 for recent figures on the birth rate.) 

This increase in population will undoubtedly have 
important economic and social repercusions. A pop- 
ulation peak substantially higher than was expected 
is now in prospect. The peak population of the 
United States had been forecast variously from 155 
million to 165 million (see Table 1). The present 
surge of births indicates a peak 10 million to 25 
million higher. 

The crest of the population growth curve, previ- 
ously expected before the end of the century, has 

10p, cit. p. 3 
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now been pushed beyond the turn of the year 2000, 
according to the most recent estimates. 


SIGNIFICANCE 


The significance of a larger population to business- 
men and government can hardly be overestimated. 
Manufacturers of children’s clothing and toys, ob- 
stetricians and hospitals obviously are immediately 
affected. Some of the deferred effects of the boom 
in birth rates will be felt by an increase in the num- 
ber of students entering elementary schools in five 
or six years, high schools in twelve to fourteen years, 
and colleges in sixteen to eighteen years. A 20% in- 
crease in births in 1946 portends roughly a 20% in- 
crease in labor force entrants in the mid-1960’s. Dur- 
ing this period, employers will have much less trouble 
getting young unskilled help. 

The number of marriages should increase substan- 


Table 2: Birth and Death Rates 
Source: United States Public Health Service 
Per Thousand of Population 


Year and Month 


at et pet et 
Seoomooossnn 
CrP OMWA DOr ® 


—d 


27.6 10.9 
27.8 10.8 
26.6 11.3 
25.3 10.8 
24.7 9.8 
25.5 9.6 
26.0 9.3 
25.8 9.3 
26.8 9.1 
26.0 9.6 


aBeginning 1941, excluding armed forces overseas. 


tially twenty to twenty-five years hence, thereby in- 
creasing the birth rate. This will cause a correspond- 
ing increase in demand for housing. Following this 
bulge still further into the future, in some sixty-five 
years the social security system will have to absorb 
a tremendous increase in the number of persons re- 
tiring. 
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Actually, the effects of a population bulge are in- 
teractive and will spread to every corner of the econ- 
omy. One important aspect of an increased popula- 
tion which must be considered is the food situation. 
An era of food scarcity such as now exists has been 
the exception rather than the rule in our history. 
This population bulge may remove the edge from the 
problem of farm surpluses. 

An extremely important aspect of the population 
growth to the Federal Government is the size of that 
group of the population in the draft age. The per- 
centage of the population within this group will be 
substantially greater in the 1960’s and 1970’s than it 
is at present. 


THE TREND 


The extent to which the future population of the 
United States will be permanently affected by the 
present high birth rate depends primarily upon the 
duration of the increase. The size and composition of 
the population is the result of almost a century of 
births and deaths. Since, to a large extent, prospec- 
tive trends are inherent in the present structure of 
the population, deviations must be of large amplitude 
and duration to be able to influence the trend perma- 
nently. 

Another aspect of the problem is the possibility 
that the high level of the birth rate is temporary. To 
some extent it represents the last of the catching up 
of births which did not occur because of the war and 
to some extent an advance on births which under 
normal conditions would have taken place later than 
they did. It is quite possible therefore that a slump 
in the birth rate will shortly occur.? 

It is considered likely that the crest of population 
growth has been pushed forward—but not indefinitely 
put off. The reasons advanced are several. Most of 
the decline in mortality has been effected through de- 
creases in the death rate during the early. part of 
life. The large decreases in mortality and the length- 
ening of the average life span which occurred in pre- 
vious decades can hardly be expected in the future. 
Moderate declines will probably continue to take 
place in the younger ages.” 

Since mortality rates will probably have less effect 
upon the trend of population growth in the future, 
birth rates tend to become the greater factor of in- 
fluence. The probable direction of the trend of the 
birth rates is, however, dependent primarily on 
three factors. They are the further dissemination of 
information on birth control, changes in the number 
of children couples wish to have, and changes in the 

ip, K. Whelpton, “Effect of Increased Birth Rate on Future 
Population,” American Journal of Public Health, April, 1945. 

W. S. Thompson, “Impact of Science on Population Growth,” 


Annals of the American Academy of Political and Social Science, 
Jan, 1947, 


strength of inducements to hold family size within 
this number. 

As to the first factor, the tendency has been toward 
a more widespread use of birth control and “wider 
dissemination of knowledge of effective [birth] con- 
trol measures is . : . to be expected.”? As for the 
second factor, the average size of planned families has 
been substantially smaller than that of unplanned 
families in the past and probably will be smaller in 
the future. Any tendency for the average size of 
planned families to increase in the future will be more 
than offset by the increase in the frequency of 
planned families which will result from the continu- 
ing diffusion through the population of information 
about effective methods of birth control. 

The third factor is less easily predictable. It de- 
pends to a great extent upon the nature of the world 
in coming years, the state of the economy. and the 
type of lives people are able to lead. A high level of 
employment and income may be an important influ- 
encing factor upon the trend of the birth rate. 

Other factors which may influence the birth rate 
include the extent of internal migration and the adop- 
tion and extension of services and allowances pro- 
vided to families with young children. It seems likely 
that the long-term downtrend in the birth rate will 
probably continue for some time but at a greatly 
retarded rate. 


JoserH §, ZEISEL 
Division of Business Economics 


1National Resources Planning Board, op. cit. p. 20 
2Tbid., p. 20 
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PAMPHLETS 
(See also pps. §, 31) 


‘Railroad Finance”’—A financial survey of the American 
railroads. It concludes “that a minimum level of fair re- 
turn for the Class 1 railroads . . . is not less than 6% on 
the fair value of their investment,” a return which was 
achieved only once since 1920. Report by the Subcommittee 
on Finance, Association of American Railroads, 1947. 


‘Southern Manufacturers’ Tax Bill’—The general con- 
clusion of this series is that manufacturing is not so heavily 
taxed as other industry in the South. Bulletin No. 13, The 
Bureau of Business Research, College of Commerce, Uni- 
versity of Kentucky, Lexington, Ky., 1947. 


“Census of American-Owned Assets in Foreign Coun- 
tries””—Details of American-owned assets in foreign coun- 
tries, heretofore unavailable, are presented in this com- 
panion bulletin to “Census of Foreign-Owned Assets in the 
United States.” United States Treasury Department, 
United States Government Printing Office, Washington, 
D. C.,. 1947. $85. 
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Survey of Business Practices: 


Advertising Keeps Pace with Sales Gains 


DVERTISING expenditures will consume about 
the same proportion of industry’s sales dollar in 
1948 as they did in 1947, according to executives co- 
operating in this month’s survey of business practices. 
Because sales are expected to increase, the aggregate 
dollar expenditure for advertising will be greater in 
1948 than in 1947, but will be absorbed by increased 
advertising costs, thus forcing most companies to hold 
to present schedules and, in some instances, to cut 
back slightly, 

One fourth of the reporting companies do little or 
no advertising at all, but appropriations of the re- 
maining three fourths of the companies will average 
approximately 1.8% of the sales dollar. Average 
expenditures of primary producers will be 1.1%. 
Metal manufacturers expect to devote 1.6% of their 
sales dollar to advertising in 1948, and other manu- 
facturers approximately 2.2%. One out of ten pri- 
mary producers does little or no advertising, as com- 
pared with one out of four for all other manufacturing 
concerns. (See Table 1.) 

The average reporting company will spend 88% of 
its advertising budget for media, agency fees, talent, 
art work, and related costs, and only 12% for the 
overhead and salary of its advertising department. 
(Detailed reports are given in Table 2.) 


COSTS 


Nearly all reporting firms are concerned about ris- 
ing advertising costs and are taking steps to offset 
them. Media lists are being scanned and weak or 
secondary media are being dropped. Many companies 
are adopting the practice of rerunning their best ad- 
vertisements of recent years. In addition, new copy 
and layouts prepared in 1948 will be used more than 
once. Studies made recently by the National Asso- 
ciation of Industrial Advertisers indicate that the 
effectiveness of advertisements is increased by their 
being repeated. This practice results in the prepara- 
tion of fewer ads, so that production costs are to that 
extent reduced. 

Another practice is to broaden the appeal of the 
advertisements so that they can be inserted in a wider 
selection of trade journals. For years, many compa- 
nies have pointed their advertising up to the specific 
audiences of each trade journal used. This policy 
necessitated the preparation of many layouts. 

Another approach to the problem of higher costs is 
to cut the number or frequency of insertions. One 
firm plans to effect some saving by reducing inser- 


tions from full page to two thirds of a page. Less 
liberal use of colors is in prospect, and some com- 
panies plan to substitute black and white for color. 
Bleed pages are being eliminated in order to save the 
extra charges levied on this type of copy. Some com- 
panies are standardizing the size of engravings and 
advertising space requirements. To do this, they 
are dropping all magazines with unusual format. 

Companies which advertise heavily by direct mail 
are trimming their lists and making a special effort 
to weed out deadwood. In addition, some are using 
small-town printers for the preparation of their mate- 
rial in order to avoid the higher prices which must be 
paid in large cities. In other instances, photo-offset is 
being substituted for letterpress printing and research 
is being undertaken to find out how to increase the 
effectiveness of direct mail. 


Resistance to Further Increases 


In general, the prevailing attitude is that either 
advertising costs must be stabilized or companies will 
find it necessary to pare their programs. For the - 
time being, increased sales have made it possible for 
most companies to increase their appropriations and 
maintain the same amount of coverage. 

A few companies feel that increased circulation of 
their major media is offsetting rising costs, but an 
equal number of companies think that some media 
are not only losing their audiences but, because of the 
volume of their advertising, are losing their effective- 
ness. For example, one executive observes that “a 
number of magazines are filling their pages so full of 
advertising that they are becoming practically useless 
as good advertising media because the reader is dis- 
tracted from the ads by such a vast array of products 
and companies.” This company concludes that “it is 
practically useless to advertise if a company can only 
afford black-and-white advertising.” 

Some companies are expanding their appropriations 
in order to meet rising costs. But they declare that 
they do not intend to continue to raise their budgets. 
Others who would like to expand their advertising 
programs find that costs make it impossible for them 
to do so. 

Only one out of five companies plans to make any 
change in the distribution of its advertising appropria- 
tions among the various media. There is no marked 
trend toward or away from any particular medium, 
although year-end adjustments are being made in 
order to achieve a better result for the purpose at 
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TABLE 1: ESTIMATED ADVERTISING EXPENDITURES IN 1948! 


Source: 
f of 
Indus sre Set 
= Dollar avons Dollar 
Primary Producers Industrial machinery, gen-| 0.4 
MOUNKTiES, ju5c06Gesne >| 0:8 era] 0.4 
1.0a 0.5 
Mining, quarrying....... 0.1 1.1 
5.0 1.5 
Nonferrous metals, prod- 1.5 
EOCUM "eratdiaicigie)s s\nteiel cieiets 15 ee 1.8 
0.4 2.0 
2.5 2.0 
Petroleum products......| 0.8 4.0 
1.0 Industrial machinery, spe- 
1.0 ciali 
Steel products........... 0.5a|| 2 companies * 
0.6 0.3 
1.0 1.0 
1.2 1.0 
Miscellaneous........... = 1.5 
0.5 1.5 
0.5 2.0 
0.6 || Instruments, controls....) 2.0 
1.1 : 2.6 
Metal Manufactures Machine tools........... 
Air conditioning, heating 3 companies Lg 
2 companies of 1.0 
0.6 1.0 
1.0 V8 
1.1 1.3 
4.0 1.3 
Electrical appliances, sup-| 0.5 1.5 
plies 2.2 1.8 
2.5 2.0 
2.5 2.1 
3.0 Office equipment........ 1.0 
Electrical machinery 1.2 1.8 
2.0 1.8 
3.0 3.8 
3.9 
IIATAWATE: 3 « iicicisic wis vias © * 
0.38 
0.4 


Other Manufactures 


Tun ConFeRENCE Boarp 


of lo of 
Industry = 7 Industry les 
ollar 


Railroad equipment...... Leather, products........ 3.5 

8 companies * 4.0 
0.8 Paper, products......... 

0.6 2 companies : 

1.0 


Miscellaneous........... 
4 companies ~ 


8 


Rubber, products........ 


one AWOSOSOWOWOAAA 


Apparel fa. sc26.2.% ccc. Woolens, worsteds....... 


path 
poe BIS SOO 
Som SOSCSAWMDSSOAaw 


Other textiles........... 
2 companies ms 


2 companies 43 


Miscellaneous..........- 
2 companies a 


SOWA SO oO or 


_ 


Retail distribution....... 


Go CO 
COSCSCOCAUNE 


shown under industry headings are for individual companies. 
* or no advertising. 


hand. In several instances companies are shifting be- 
cause of costs. 


MEASURING EFFECTIVENESS 


Because of rising costs, many concerns are becom- 
ing more interested in trying to measure the relative 
effectiveness of their various advertising efforts. One 
of the most popular means is through the services of 
such -professional organizations as Daniel Starch, 
Townsend, Hooper, Industrial Surveys and A. C. 
Nielsen. Some companies rely upon their research 
departments or advertising agencies to make special 
surveys to determine the reactions of potential buy- 
ers to their advertising. Such surveys are made on 
both a local and national scale and at either consumer 
or dealer levels. 

Instead of attempting to measure results after 
money has been spent, many companies make an 
attempt to determine in advance how effective their 
advertising is likely to be. They test copy and layout 
on their sales force, dealers and potential customers 


aLess than amount shown. 
bLess than 0.1%. 


and base their strategy on the results. They also 
make intensive studies of media in order to determine 
which type will give best results in relation to costs. 


Keyed Advertisements 


A very popular means of obtaining some estimate 
of the effectiveness of the advertising job being done 
is to use keyed advertisements or to insert coupons 
in ads. Responses are tabulated and from this some 
evaluation can be made of various ads and media. 
Similarly, some companies offer a booklet, technical 
data sheets, or some other useful article. 

Most companies realize that this method of meas- 
uring effectiveness is far from perfect but feel that it 
does give at least a rough approximation of the job 
being done. On the other hand, some companies have 
sufficient faith in the results to reduce their data to 
a dollar-per-inquiry basis (by dividing the advertising 
appropriation by the number of inquiries received) 
and then to use these figures as a basis of planning 
future appropriations. 


14 THE CONFERENCE BOARD 


January, 1948 


The sales force, being in constant contact with deal- 
ers and customers, is considered by some companies 
an excellent source of information on the value of the 
advertising job being done. These companies make 
an effort to obtain salesmen’s opinions as to the type 
of advertising copy and the media which would be 
most suitable for the company to use. 

A few companies, on the other hand, depend upon 
spontaneous inquiries as a method of gauging the 
effectiveness of their advertising job. 


GENERAL COMMENTS 


One company touched upon a point which may be 
troubling a number of other companies. This is the 
reaction of customers to advertisements for goods 
which they cannot obtain because the companies 
doing the advertising are already heavily oversold. 
This particular company is planning to cut its 1948 
advertising appropriation and is embarking on some 
rather ambitious capital expenditures in order to 
increase output. 


Table 2: Distribution of 1948 Advertising Budgets! 


Percent of Budget 
Allocated for 
Industry 
Media, Talent, rations 
Agency Fees, etc.| and Overhead 
Primary Products 
Eeatledil products. . sive weet 95 5 
95 5 
97 3 
97 3 
Steel products :todmiich-dinvasieee cs 75 25 
86 14 
100 a 
Miscellaneous. 3.5..25.2: sc stators 90 10 
91 9 
100 a 
Metal Manufactures 

Air-conditioning and heating equip... 65 35 
92 8 
Electrical appliances and supplies... . . 80 20 
85 15 
96 4 
100 a 
Electrical machinery................. 89 ll 
96 rl 
95 5 
85 15 
Hard wate ccc oh bata Sicchue 100 a 
Industrial machinery, general....... . 70 30 
80 20 
90 10 
90 10 
91 9 
Industrial machinery, specialized... . . 67 33 
15 25 
85 15 
100 a 
Instruments and controls............ 718 22 
97 8 
100 a 
Machine tools; .ssscesanee eee * Sh 2s 64 36 
85 15 
85 15 
90 10 
93 7 


— of Budget 
Allocated for 


Industry 


Media, Talent, rations 
Agency Fees, etc and Overhead 


60b 


Office equipment: “i706 eee 


91 


Railroad equipment................ 71 


100 
Miscellaneous..63 5 o,5.00¢ oc accadene teas 
75 


Other Manufactures 
Apparel). 20.500 case. gee see 


Foods eee ete tae eee 


Leather and products............... 
Paper and products................- 


aseS8iswan a wwSSa i) 


Rubber and products............... 


Textiles. cca series pe ada irae 


Miscellaneous............5.22000005 


Retail distribution ................. 


1Figures shown under industry headings are for individual companies. 

aOperation and overhead not Ot tncladed in advertising budget or item so negligible 
as to be insignificant. 

bSpace and sales literature only. 

n.a.Not available. 


There is considerable uncertainty in some compa- 
nies as to the actual effectiveness of advertising. Some 
feel that it is impossible, with so many forces at work, 
to determine how much advertising actually contrib- 
utes to the sale of goods. The activities of the sales- 
man, the quality and price of the product, the relative 
position of competition, and the job being done by 
dealers are just a few of the other forces at work. The 
difficulty of appraising the effectiveness of advertis- 
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ing leads many to such typical conclusions as the 
following: 

“We have no means of determining the effectiveness 

of our advertising efforts. We believe in the old adage 

of keeping everlastingly at it and are convinced in our 


own minds that it pays, but we cannot measure the 
results concretely.” 


Business 


OMMODITY prices which began their latest 

and steepest rise in mid-1947 are now within 2% 
of the all-time peak of May, 1920. Prices of farm 
products are far beyond any highs reached in the 
period after World War I. 

Some deflationary influence may arise from the 
release of wheat stocks withheld from market in 1947 
for tax purposes. An increase in Corn Belt acreage 
planted in wheat also improves the outlook for a 
much larger winter wheat crop than had been antici- 
pated earlier in 1947. Winter wheat normally ac- 
counts for 70% of the total crop. 


[Problem of Commodity Prices 


In some subgroups, such as farm products and 
foodstuffs, prices have reached unprecedented peaks. 
Other groups such as semimanufactures, nonagricul- 
tural products and commodities other than farm and 
foods are far below post-World War I peaks. 

Prices of all commodities spurted immediately after 
elimination of price control, but leveled off at the end 
of 1946. In fact, there was an increase of only 6.7 
points in the first half of 1947. In the second half of 
the year the price index climbed fourteen points, or at 
more than double the rate of increase in the first half. 

The spectacular rise in prices is demonstrated even 
more forcibly in examining the performance of specific 
commodities in spot primary markets. (See Table 
2.) Wheat was selling on December 26 in Kansas City 


Table 1: 
Source: Bureau of Labor Statistics 
Index Numbers: 1926 =100 


AllCom- | Farm 


—— $ OO | | | | 


modities 
August, 1989.............. 75.0 | 61.0 
December, 1941........... 93.6 94.7 
August, 1945.............. 105.7 126.9 
‘SCO ee nee | 112.9 | 140.1 
August, 1946.............. 129.1 | 161.0 
December, 1946........... 140.9 | 168.1 
Pera 1OAT six, haat. Sookie. 147.6 177.9 
August, 1947.............. 153.6 181.7 
December, 1947a.......... 161.6 195.6 


aAverage of three weeks’ data. 


Wholesale Prices 
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“We have no way of accurately measuring the effective- 
ness of our advertising, but we have always advertised and 
would be afraid not to. We undoubtedly receive some 
benefits but just how much we do not know.” 

Henry E. Hansen 
G. Cuark THOMPSON 
Division of Business Practices 


Highlights 


at a price $2.26 above that prevailing in late August, 
1939, a few weeks after World War II started. The 
sharpest advance, from $2.265 to $2.91 a bushel, oc- 
curred during the second half of 1947. (See Table 2.) 


WORLD FOOD PICTURE 


Rising food prices appear to be the prime factor 
stimulating demand for another round of wage in- 
creases. Crop prospects, quantity of foodstuffs ex- 
ported, and the likelihood of food prices stabilizing or 
declining will be important subjects of discussion in 
wage negotiations. 

Exceptionally unfavorable weather conditions ex- 
cept in United States and Canada in the past crop 
year caused world food production to fall sharply be- 
low prewar levels. (See Table 3.) Wheat production 
in Australia, for example, was 55 million bushels below 
the prewar 1935-1939 annual average of 170 million 
bushels. Argentine’s output was 16 million bushels 
below the prewar level of 222 million bushels.* 

The Paris Cereals Conference in July, 1947, esti- 
mated that 50 million tons of grain were required. 
Only 29 million tons, or less than 60%, are available 
for exports according to present estimates. This is 
about 12 million tons in excess of stated 1946-1947 
import requirements and more than 21 million tons 
in excess of shipments in 1946. 

The food production picture would have been even 
gloomier except for the near record-breaking wheat 
crop of 1.2 billion bushels obtained in the United 
States in the 1946-1947 
year. About 390 million 

1In Argentina, prices and not 
the weather have been the prime 
factor retarding grain production. 
Farmers are dissatisfied with their 
earnings. They get about $1.62 
a bushel from the government, 
which, in turn, sells the same grain 
abroad at prices ranging from $4.85 
to $5.25 a bushel. ‘armers in 
Argentina are seeking $8 a bushel, 
but so far the government has 
a their oe aes a = 
g im sharp 
ated In fact’ acreage soOwD in 


the current crop year was the 
smallest in twenty years. 
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Table 2: Daily Index Numbers and Spot Primary Market Prices 


Source: Bureau of Labor Statistics 


26, |August 15, 


1947 


June 16, 
1947 


August 15, eT? Me 


1946 


August 1939 =100 


Index Numbers 
General Index........... 353.5a} 305.5 | 298.3 | 241.0] 196.5 
ports. 5 .ccineter eer $12.7 278.3 271.0 291.3 171.9 
Domestics. <3 fon sce: 382.8 8324.6 317.3 254.7 214.4 
Domestic agriculture...) 417.9 | 375.0 | 857.0 | 3810.7] 254.4 
Foodstuffs'............ 446.5 363.3 357.3 301.5 223.3 
Raw Industrial........ 296.6 268.0 260.2 203.5 178.4 

Prices 

Barley, (bu:)sodenscneae $2.715 | $2.265 | $2.155 | $1.625 | $1.440 
Butters (be anen see 855 . 746 .636 -675 .460 
Cocoa beans, (Ib.)........ .410a .850 .310 .160 .090 
Colles OB). 20124 alles 265a} .262| .258| .221 136 
Copper, (Ib.)............ 214} 214] 214] .14@] .142 
mm, (bu.) 2.528 2.424 2.078 1.860 1.448 
Cotton; (b:)s- chad: 356 | .847] 1373] .359] .290 
Flaxseed, (bu.).......... 7.000 6.000 6.000 4.000 3.350 
Hides; (b9 at, Qari .845 . 822 272 .155 .155 
Hogs, (100 Ib.).......... 29.375 | 27.250 | 25.250 | 23.875 | 14.850 
AMC 9) ae oe ory ce .150 .150 .150 . 082 . 082 
Print cloth; (yd.eee: see .282a} .250 295 134 .114 
Rubber, (Ib. aoe eee . 2264 .152 .162 - 225 . 225 
Steel scrap, ee: (ton)| 39.000 | 38.750 | 30.750 | 18.750 | 18.750 
Steers, (100) Tb. beens 31.250 | 28.000 | 26.500 | 20.750 | 17.125 
in: \Ob;) Ohio ee ee . 940 . 800 . 800 . 520 . 520 

Wheat, (bu.) 
Kansas City........... 2.915 2.295 2.265 2.010 1.871 
Minneapolis........... 2.940 2.412 2.612 2.020 1.885 
Wool tops, (Ib.). . 1.890a| 1.700 1.510 1.440 1.330 


orev 14, 


its wheat export agree- 
ment with that country. 
The grain export surplus 
of Canada and Australia, 
which totals about 7.5 mil- 
lion tons, will largely go to 
the United Kingdom or 


Dec. 15, 
1941 


August 28, 
1989 


184.8 | 158.8] 100.1 lhe : 
168.9 | 158.8 99.6 countries within her orbit. 
bone | iene | toca Argentina’s wheat surplus 
208.3 | 173.3 101.4 is earmarked for Latin 
168.0) 148.6) 99.1 America and certain Latin 
g1.272 | $.805| $.460 Countries of Europe. India 
.410 .350 235 will receive considerable 
.090 095 | .044 : 
‘136 | "181| ove | Atgentine corn. 
119 119 103 The destination of most 
1.170 788 453 ; rplus has al- 
925 | 172| ‘og7 Of the grain surp 
3.100 | 1.945 | 1.590 ready been planned. The 
155 155 105 problem of supplying the 
ee a & ae needs of western Europe, 
.090 082 047 including western Ger- 
295 225 168 
18.750 | 18.750 | 18.875 | ™many, as well as probable 
15.625 | 12.750 | 9.250 calls for crisis aid from 
-520 520 481 elsewhere, is being as- 
1.576 | 1.914 656 sumed by the United 
1.660 | 1.180 .725 States. 
1.330 | 1.305 855 


Pape ah with the calculations of September 15, 1947, indexes, inedible tallow was eliminated from the foodstuffs group. 


*Nominal 

aNew York markets not available. 
bushels of this wheat were exported. In 1935-1939, our 
exports of wheat averaged about 39 million bushels, 
or 10% of the volume exported in the 1946-1947 year 
ending June 30. In the first period, only 5% of our 
annual production was exported, as compared with 
34% in 1946-1947. 


Wheat Increases 


Soviet Russia, the largest wheat-producing country 
in the world, produced an average of 1.3 billion bush- 
els in the 1935-1939 period, but exported only 22 mil- 
lion bushels, or 1.7% of production. Russia’s farms 
are expected to produce 1.6 billion bushels in 1947- 
1948, or 14% more than is estimated for the United 
States. 

Estimates of our exports, however, center conserva- 
tively at 450 million bushels, or 32% of our produc- 
tion. The U.S.S.R. is exporting about 50 million bush- 
els, or 3% of its production. One half of this wheat is 
committed to eastern and central European countries 
within the Soviet sphere. 

France and the United Kingdom each attempted to 
negotiate with the U.S.S.R. for a million tons (about 
38 million bushels) of wheat. While not initially suc- 
cessful for various reasons, the United Kingdom re- 
cently signed an agreement with the Soviet Govern- 
ment under which Britain will receive 750,000 tons, 
primarily feed grains. As for France, Russia canceled 


Government and trade 
purchases of all grains and 
flour for the export pro- 
gram reached a total of 401 million bushels on Decem- 
ber 4, 1947, according to Secretary Anderson. The 
secretary also revealed that relatively little more 
would be bought until after January 1. The export 
goal is 470 million to 570 million bushels, contingent 
on the development of the wheat crop next spring. 
The rate of exports thus far is up to the higher goal. 
Exports for the first five months of the crop year 
through November 30 were 281,150,000 bushels, or 
nearly one half the maximum of 570 million bushels. 

Grain export quotas, however, are increasing in 
volume. Export quotas for November were about 
29.5 million bushels of wheat, flour (in wheat equiva- 
lent), barley, oats and grain sorghums, as compared 
with about 38 million bushels in February, 1948, as 
shown below: 


Grain Export Quotas 


Millions of Bushels 
1947 
Novembets icp aw ores oe ee 29.5 
Decembeérsi53% cid dewwiren eee eee 33.7 
1948 
JAQUATY,. 0c Aah aot eae 34.0 
February nac3. Sek... te gees 26s xno 87.7 


The current winter wheat crop is not expected to 
be so large as that harvested in 1947, but may exceed 
earlier expectations. Planted acreage as of December 
1, moreover, exceeded a year earlier by 500,000 acres 
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and was 6.4 million acres above 1945. Virtually all 
these gains in 1947, however, are at the expense of the 
corn crop. 

When the wet spring and early summer drowned 
corn crop prospects in some areas, an impressive seg- 
ment of Corn Belt land was planted in wheat, and 
even more acreage has probably been planted in 
wheat since December 1. 

Despite the increase in acreage, however, the De- 
partment of Agriculture made a tentative estimate 
on December 1 of a winter wheat crop of 838.7 mil- 
lion bushels as compared with a similar estimate a 
year earlier of 946.5 million bushels. This latter com- 
pares with an actual production of 1,067 million bush- 
els, the first billion-bushel winter crop in history. 

If current crop expectations materialize, domestic 
requirements will be covered by a wide margin. But 
if the export program is executed, the carry-over will 
be small. 


Table 3: 1947-48 World Food Production Com- 


pared with before the War and with 1946-47 
Source: International Emergency Food Council 


‘ : 1947-48 1947-48 
Commodity as % of prewar | as % of 1946-47 
Wheat and rye 96 102 
MOO eres otatoue se 93 101 
Coarse grains 97 93 
Fats and oils 88 108 
ugar 92 103 
Meat 93 99 
Dairy products 87 99 
Paton 83 99 
Total 93 99 
Population 108 101 


Our domestic needs account for 850 million bush- 
els. Last year, we produced 1.4 billion bushels. This, 
added to the carry-over of 84 million bushels, gives 
a grand total of 1,449 million bushels. Assuming our 
domestic needs can be held to 850 million bushels, ex- 
ports could total 450 million bushels and still leave a 
carry-over of 150 million bushels. This would be far 
below the 1932-1941 average of 235 million bushels 
but nearly double the 84 
million bushels on hand 
July 1, 1947. 


fore estimating the amount of wheat available for 
export from this country. 

The corn crop was the smallest (2.4 billion bush- 
els) since 1936, the drought year. Unfavorable 
weather which prevailed through mid-June, 1947, 
retarded seeding, and when it became apparent that 
the corn crop would be cut sharply, prices started to 
climb. Between June 16 and December 26, they 
climbed from $2.078 to $2.528 a bushel, or 45 cents. 
(See Table 2.) 


MEAT IN THE SANDWICH 


Large grain exports have boosted prices and have 
been a factor in the decline of the meat supply. The 
per capita supply of meat in 1948 is expected by the 
Department of Agriculture to drop to 146 pounds a 
person, as compared with 156 pounds in 1947 and 134 
pounds in 1937-1941. 

When the United States entered World War II, 
the carry-over of food and feed grains was tremen- 
dous. Much of this carry-over served to increase 
cattle, hog and poultry numbers to record highs. 
(See Table 5.) During the last few years, however, 
surplus grains have been heavily exported, and live- 
stock numbers have been reduced. The increased 
slaughter which resulted boosted beef supplies to 
record high levels of 10.5 billion pounds. This increase 
included slaughter of breeding herds. So there will 
be fewer cattle available at market weights in 1948, 
and beef production may drop about a billion pounds 
this year. 

The reduced feeding of grain to cattle and shorten- 
ing of the feeding period in line with the government’s 
conservation program will also have an impact on 
meat supplies in 1948. The Department of Agricul- 
ture estimates that a ten-pound decrease in the aver- 
age slaughter weight of 4 million head of cattle fed 
this winter could result in a reduction of nearly 25 
million pounds of beef. 

The same factors apply to hogs and sheep. On 
January 1, 1947, hogs on farms were 5 million fewer 


Table 4: Production and Exports of Chief Wheat Surplus Areas 
Source: Preliminary Report of the House Select Committee on Foreign Aid 


Congress recognized the 
possibilities of the domestic 
economy being squeezed 
between large export com- 
mitments and a much 
smaller wheat crop. As a - 
result, the Interim Aid Act Cgnada 
contains a provision stipu- 


lating that the President hee Fie ee See nee ee 


shall first allow for a car- 
ry-over of 150 million bush- 


Total (excluding U.S.S.R.).. 
ate Unelodiog U.S.S.R.).. 


Millions of Bushels 
Prewar A’ 
(19s. 5-39) 1946-47 1947-48 Prospects 
Exports 
Production} Exports | Production} Exports | Production 
Millions 
of tons 
ahi’ 759 1,367 450a 12.2 
Sten 312 352 200 5.4 
POS 170 Q15 140 3.8 
Be 222 170 75 2.0 
mie) LOCO: 1,600 50 1.3 
1,463 2,144 865 23.4 
2,783 5,744 915 24.7 


els as of July 1, 19 48, be- ones soa -_ ao . © tae woul seem to be mane bo by Arde million vats of all grains for export (Cabinet Food Com- 
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than before the war. High corn prices and a scarcity 
in that commodity cloud the prospects for a larger 
hog crop and lower pork prices. The number of sheep 
on farms is the lowest on record. Lamb and mutton 
production this year is expected to drop to 700 mil- 
lion pounds or 100 million pounds below 1947, And 
production in 1947 was the smallest in eighteen years. 
The tightening in the meat supply is generally inter- 
preted as precluding any significant decline in meat 
prices, at least in the first half of 1948. 

There is a possibility that foreign demand for grains 
from this country will not come up to present esti- 
mates. Farmers in Europe are reported to have 
seeded a much larger acreage than last year, and 
there is some hope that France and Italy may obtain 
a winter wheat acreage comparable with prewar lev- 
els. Europe’s wheat crop last year was about 650 
million bushels below the prewar average and 270 
mnillion below 1946. 


Money Matters 


The decision by the Federal Reserve to lower sup- 
port prices for government bonds touched off, on 
Christmas Eve, the sharpest drop in Treasury issues 
in more than a decade and caused consternation in 
the money market. Bank-eligible 244% government 
bonds of September, 1967-1972 dropped from 103 7/32 
to 101. Victory Loan 2%’s (noneligible for bank in- 
vestment) declined to 100.8 from 101. Some high- 
grade corporates and municipals fell as much as two 
and one-half points but have recovered moderately 
since then. Yields of high-grade corporates rose from 
2.81% to 2.883% between December 17 and 30. 

Prior to the break, yields on long-term Govern- 
ments were held at about 2.37% (Standard and 
Poor’s). After Christmas Eve, yields advanced to 
244% or only .06 points from the 2.50% yield at 
which the monetary authorities promised to hold the 
line with purchases. 

Purchases of government bonds and notes by the 
Federal Reserve Open Market Committee have been 
steadily increasing. Holdings of government bonds by 
the Federal Reserve banks have increased from $707.7 
million to $2,679.9 million, or 278.7% between No- 
vember 5 and December 30, 1947. In the week be- 
tween December 23 and 30, the Federal Reserve ac- 
quired $970,370,000 in government bonds. Holdings 
of Treasury notes rose from $859.3 million to $1,476.5 
million, or 71.8%. The total increase in both groups 
aggregated $2,589.5 million. At the same time, how- 
ever, holdings of short-term obligations, such as cer- 
tificates and bills, have dropped $2,093 million be- 
cause of sales and retirements. There has thus been 
a net increase in the government securities segment 
of Federal Reserve credit totaling about $496.5 mil- 
lion. (See Table 6.) 
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The decision to lower the price supports under 
Governments was unexpected in most quarters. Only 
about a month ago, Federal Reserve Chairman Eccles 
stated to the Senate Banking and Currency Commit- 
tee that it would be “catastrophic” to withdraw sup- 
port from the government bond market. At the same 
time, he admitted that such supports are an infla- 
tionary factor, and are important because they aug- 
ment bank reserves. 


Table 5: Allocations and Procurement 
Source: Department of Agriculture 
Millions of bushels 


Allocations! | Procurement* 
Grain July 1947- | against Allo- 


tions Ji 
Feb. 1048 ete, 1547 
Production and Marketing Administration 
Wheatyi.csyeiitiuntel tui ethebie nee 211.4 227.3 
BN Oar og xtcisca)sycis «thesis Guess oo wire estes Cares 48.4 47.4 
(Wheat equivalent) 
Coarse graing eo) a iecien: mutase eis @ 33.1 $4.1 
Total veto. es as ss Set eae eee 292.9 808.8 
Commercial 
AE; 7 iin ncssarssSaveselavellctehs reise oiaralmenrracamre camel 
Diy (es ee Ee eens ee G4. Sli gs oats 
(Wheat equivalent) 
OATES QTAINE, aice.s.c. oe bE as ereyelqe ne OR a be eal | ees eine 
Total. cyccsctajes 6 oe ODecne he Meee oe T0851 ig oer 
Grand) Total is... 5 das wisie oxigen nore 46).0 | ae 


1Includes carry-over from June, 1947, allocations, plus actual and estimated ship- 


ments of certain nonallocated coarse grain ucts. 
bo July 1 stocks of CCC, plus pu: from July 1 through December 18, 


While banks have reduced their holdings of gov- 
ernment bonds, part of the reduction has been offset 
by an expansion in holdings of Treasury notes. For 
example, holdings of government bonds by member 
banks reporting weekly to the Federal Reserve Board 
declined about $959 million between November 5, 
1947, and December 24. During the same period, 
Federal Reserve bond holdings rose about a billion 
dollars. Holdings of Treasury notes by weekly report- 
ing member banks increased about $500 million. A 
drop of about $635 million in holdings of certificates 
was more than offset by an increase of $650 million in 
Treasury bills over the eight-week period. Also, the 
fact that weekly reporting member bank holdings of 
Treasury notes increased during the same period, in 
which note holdings by the Federal Reserve banks 
expanded almost $700 million suggests that sales of 
Treasury notes by nonbank investors are playing a 
more important role than is generally realized. 

The Federal Reserve Board has declared that it 
will not allow government bonds to drop below the 
support levels established on December 24, but con- 
fidence has already been shaken. High-grade cor- 
porate bond prices have weakened and some triple A 
issues are now selling at a yield close to 3%. 

The impact of the government action upon money 
rates and new financing is even more important. 
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Difficulty in obtaining funds and increased cost of 
borrowing could check expansion plans of industry 
and the construction programs of states and political 
subdivisions. 

There is no evidence so far that the unsettlement 
of the government bond market is discouraging busi- 
ness expansion. Two large companies recently com- 
pleted their financing at a rate below 3%. But both 
issues were placed privately with insurance compa- 
nies. A public offering could tell a different story. 


MONEY SUPPLY EXPANDS 


The supply of money (total deposits adjusted and 
currency outside banks) rose $4.7 billion between 
June 30 and October 29 to a level of $169.7 billion, 
the highest point in thirteen months. The trend is 
upward. 

Money supply, of course, was as high as $175.4 bil- 
lion at the end of December, 1945, but government 
deposits at that time amounted to $24.6 billion as 
compared with $1.8 billion at the end of October, 
1947. During 1946, the Treasury undertook a pro- 
gram of debt retirement with funds accumulated in 
its war loan accounts in the banks during the Victory 
loan drive. This action reduced both deposits and 
commercial bank holdings of government securities. 
To the extent that the war loan accounts were used 
to pay off government securities held by Federal Re- 
serve banks and nonbank owners, member bank re- 
serve positions were tightened, and in order to allevi- 


ate their tightened reserve positions, commercial 
banks disposed of government securities in excess of 
those retired directly by the Treasury. Bank deposits 
of individuals and businesses continue to expand, 
however, as a result of both loan expansion and the 
transfer of Treasury deposits to private deposits 
through the retirement of nonbank holdings of gov- 
ernment securities. Demand deposits (adjusted) 
increased between the end of 1945 and October, 1947, 
from $75.9 billion to $85.5 billion, reflecting a con- 
tinued expansion in bank loans. 

No strictly comparable data are available after 
October 29. But data furnished weekly by leading 
city member banks to the Federal Reserve Board 
reveal that demand deposits (adjusted) rose from 
nearly $47.8 billion as of October 29, 1947, to $48.9 
billion on December 24, 1947. 


BANK LOANS AT NEW HIGH 


Total loans of leading cities’ member banks report- 
ing weekly to the Federal Reserve reached a new high 
level of $23.7 billion during the week ended Decem- 
ber 31, 1947, or $4 billion above a year earlier. Over 
the same period, commercial, industrial and agricul- 
tural loans have risen to $14.7 billion or nearly $3.3 
billion above a year earlier. 

Perhaps it is only a coincidence, but prior to last 
June when commodity prices were, for a period, rela- 
tively stable, bank loans started to level off. But 
when commodity prices started upward again soon 


LIVESTOCK SLAUGHTER AND MEAT PRODUCTION 


Source: Department of Agriculture 


TABLE 6: 
A 1987-41 Indica 
Unit i. 1948 1944 1945 1946 . mee _— 
Livestock slaughtered 
TELO ee insole coehe senile onlae ste teiehlebeiols Thousands 15,215 17,845 19,844 21,691 19,824 22,000 20,000 
ROR Ae. cra wale ia sive, a: wie tkjeap© .oetulele: shaveiareis Thousands 9,428 9,940 14,242 18,645 12,168 14,000 18,000 
BEEP ANC BINION, 5)5)55,5'5:6 5:0 0 c/o.010 6:2 achobia sts sre.sie Thousands 21,874 27,073 25,355 24,639 22,814 19,000 17,000 
BAMBEN Teale ai cic/ain «| oc ioxlenalh ies & teMinia la to's «.< Thousands 65,642 95,226 98,068 71,891 716,244 74,500 72,000 
Total live weight slaughtered 
MAA MOMIR CE De Slee « Heeite os Melddte Sil bte ole are,e Million pounds 13,593 16,253 17,687 19,664 17,888) lite Seiten ty [aerials 
NEN Sct aicsc: =) harate ten. « Sistah arem,xiaty a arslo bela sey HSS Million pounds 1,807 2,080 $,155 8,007 CEST Te pieac al) take 
SOROOEY ASK AAITIDE, © i oo. 0 915 0,0 afeigis.oia cies elaials ofe ss Million pounds 1,882 2,437 2,254 2,310 SITZAM tate cc te cleats 
EMER eat rcie oe a voce cos china oeeeies wees Million pounds 15,038 23,412 23,282 18,013 URORT HIS) 4irsse ee 
"Total liver weights: .5.'fs). Jans Lite alen sy ae Million pounds | 32,820 44,182 46,378 42,994 CES Be ee el ee 
eyemeee live weight slaughtered 
Cattle...... mfaht slang ere eer ee Pound 893.4 910.8 891.3 906.6 OS c ke ae rctat es Beare 
WEMP cee cre cal sthalara’ cele prea tid-e'g S's Whe aals 6. tl Pound 191.6 209.2 221.5 220.4 VIDE rites Sete 
Bee ANIC LAMA es) So Teil eels I lee tatcle od sie. Pound 86.1 90.0 88.9 93.7 bal LO ye iecmantiog| |More a 
MMA ES 5 aida wi apcissd 6 atammios:d + Sety 5 so ake Pound 229.1 245.9 237.4 250.6 CAO is readies Neucelses 
Meat production 
MAN, Serhan bates vs ete dedCiaws eae ee ces Million pounds 7,198 8,575 9,115 10,279 9,378 10,500 9,500 
HONG ACC Eerste estes cae tae wh ces oe Million pounds 1,022 1,167 1,738 1,661 1,440 1,600 1,500 
amb and mutton. 20.0 vss cence tee betes Million pounds 884 1,104 1,024 1,054 970 800 700 
Porexchuding lard). 6. avd Wie sae lias ass Million pounds 8,573 13,640 18,304 10,697 11,173 10,300 9,800 
BE RIEME SHIORG EP cee 21s, a es oe Sissies cceiee an sete Million pounds 17,677 24,486 25,181 23,691 22,961 23,200 21,500 
Lard production. Pern COREL ee Le el Million pounds 1,942 2,865 8,054 2,066 2,138 2,400 2,200 
Average dressed weight 
BMREIA, wi siciSie sek» SOR c Watts Siete = wb Seale ee Pound 475 482 461 476 STE Payee OP at 
Pav eleed oe HF av ate eile Celie) wie s o'cle Siete ere ve Pound 109 118 122 122 119 fa errs 
Shéep and lambay, syste ae. was SUS Pound 41.0 40.9 40.5 42.9 TE ETS Oe see 
Hogs excluding lardsic2o. deer ees ITs Pound 131 148 136 149 DET eee ce 
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Table 7: Holdings of United States Government Securities 
by Federal Reserve Banks 
Source: Federal Reserve 
Thousands of Dollars 


Total Bonds 


Notes 


$642.4 million in Septem- 
ber to $727.2 million in 
October, or 13.2%. Such 
items as electrical, agricul- 
tural and industrial ma- 


Certificates Bills 


October 20. Git Sho ae $22,129,340 | $707,690 | 732,400 | $7,066,966 | $13,622,284 | chinery rose sharply. 
November S505 -a) se2Ge eee 22,119,079 707,690 ogee Lees ogee Manufactured foodstuffs 
Novenher 19... .vtinnek, socks: 22,051,569 737,690 : : ‘ Siena: 
November 19..........---.+.++- 22,221,940 791.111 | 1,814,000 | 7215,905 | 12,900,924 | rose almost $20 million in 
November 26................005 22,239,466 928,033 1,898,750 | 7,248,405 eps jes October. Dairy products 
Tacaiiher's 82: .udel teas 22,119,881 | 1,076,688 | 1,456,250 | 7,066,405 | 12, : rete ete 
December 10 21,985,174 | 1,211,803 | 1,500,750 | 7,028,605 | 12,249,016 and milled _ eon 
December 17 21,657,297 | 1,403,826 | 1,481,750 | 6,889,605 | 11,882,116 | creased more than half the 
December 24 21,900,333 1,709,593 artery edna ae eid total amount. Meat prod- 
December 30 22,615,593 | 2,679,963 ‘476,550 "889, "619, hs 

Sey ucts fell from $13 million 
Net change Nov. 5 to Dec. 30, 19471 +8496,514 | +$1,972,273 | +$9617,250 | -$208,200 | -$1,884,809 . $ 


after it became evident that a partial corn crop fail- 
ure was inevitable, business loans started to climb to 
current peaks. 


Exports Recover 


Both exports and imports staged a comeback in 
October after the precipitous drop in the summer 
months. Exports of domestic and foreign merchan- 
dise totaled $1,225.7 million, 11.4% above September, 
and only about $16 million below the previous high 
in June. In the first ten months of 1947, we sent 
abroad 25% more goods than in all of 1946. Price 
increases are, of course, reflected. 

Finished manufactures (domestic merchandise) 
contributed most to the increase. They jumped from 


in September to $6 million, 
and wheat flour declined slightly. 

A slight decrease occurred in the over-all crude 
foodstuffs category. Both wheat and corn exports 
dropped considerably in the month: wheat, 19.3%; 
corn, 48.2%. : 

General imports rose approximately $10 million in 
October to a total of $491.5 million. This was ex- 
ceeded only twice in 1947, in January and in April. 

Imports did not rise as fast as exports. The dif- 
ference between exports and imports, $734 million, 
was greater in October than in any month since June. 
It was still far below the high of the year ($947 mil- 
lion) reached in May. 


Wru1am B. Harper 
Division of Business Economics 


Reserves for Unemployment Compensation 


TATE unemployment insurance reserves today 
are considerably higher than the framers of the 
Social Security Act ever contemplated. Funds avail- 
able for benefits reached an all-time peak of $7.1 bil- 
lion on September 30, 1947. 

Every state now has in its reserve an amount at 
least triple its highest annual expenditures for unem- 
ployment compensation despite heavy benefit dis- 
bursements during reconversion. The reserves of 
twenty-two states exceed ten times their highest 
annual expenditures. 

Government officials and businessmen alike recog- 
nize the need to revise the method of financing unem- 
ployment compensation in order to reduce accumu- 
lated reserves to an amount sufficient to provide ade- 
quate benefits over a business cycle. The proposal 
receiving strongest support from employer groups 
would retire the Federal Government from the field 
of unemployment compensation, placing the responsi- 
bility for administrative financing, as well as benefit 
financing, upon the states. This could be done, it is 


suggested, by making the offset against the federal 
unemployment tax 100% instead of 90%. 


THE FINANCING 


The Federal Unemployment Tax Act levies a tax 
of 3% on the payrolls of specified employers! Any 
such employer subject to a state unemployment com- 
pensation law may credit up to a maximum of 90% 
the taxes paid by him under the state law? against 
this federal tax. Because of this offset feature, all the 
states, Alaska, and Hawaii passed unemployment in- 
surance laws. Most of them have established their 

1The federal tax is limited to the first $3,000 of annual wages paid 
to any one individual by one employer. It is applicable to employers 
of eight or more workers in covered industries. State laws vary in size 


of firm covered, more than half the states taxing employers of fewer 
than eight employees. 

*Or for which he has been forgiven from paying under experience- 
rating provisions of the state law. According to these provisions, 
individual employer contribution rates may be varied from the 
standard rate on the basis of either the employer’s experience with 
the risk of unemployment or the condition of his reserve account. 
Only Mississippi is without an experience-rating plan. 
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TABLE 1: SELECTED FINANCIAL DATA ON UNEMPLOYMENT COMPENSATION, BY STATE, JUNE 30, 1947 
Source: Social Security Administration 


Amount of Benefits Paid for | .7% of Workers 
Each $1 Collected Who Could Be | patio of State 


Month and Cumulative Funds Paid Benefits 
State or Territory Year Benefits | Contributions Available for |_| for Maximum Highest per 
First Payable | and Interest! Benefits* : Duration ment 
Since Benefits January— from Funds ayments* 
First Payable June, 1947 Available 

Dimited States sy. cis:.csiit 4 ot eaten $0. 445 $0.80 62.9 6.5 
PURSE ee no eee Jan., 1938 .56 1.10 52.7 3.8 
Oe ors. GAOT Eee Jan., 1939 22 -51 100.0 19.6 
PAN IRODG cry gating Ost oaeivig Sais Jan., 1938 31 Bs | 120.7 12.7 
PAR KANSAS 5.65: iis nidie Gaiaiss.s Jan., 1939 38 -65 68.1 8.8 
MCAMEOVNIB 0 5)o0 cr ice c Jan., 1938 48 1,27 54.5 4.6 
Welorado: 2; .goaechernes an., 1939 .80 .18 88.8 10.7 
Connecticut.............. Jan., 1938 30 .34 77.0 9.9 
PIAWETO, Oo) ecole cae tae e's Jan., 1939 42 1.09 52.4 8.0 
District of Columbia...... Jan., 1938 28 1.38 65.6 21.3 
DER ARG Ate: ne Cee Jan., 1939 37 .4l 96.4 11.1 
CTT AA ene MPRA Jan., 1939 31 AT 92.4 14.4 
UES eee ieee One Jan., 1939 08 23 70.6 75.8 
WaRbOW. Sc. eT eee Sept., 1938 37 387 70.0 9.2 
Mab GIS A502) Sicanclets b/amvos July, 1939 51 1.12 47.0 6.3 
PRUANIAN. § sretect lk. Geet ait April, 1938 41 .58 70.1 8.3 
OWES. eee at. es July, 1938 31 .31 76.5 14.2 
apereer ee ee Jan., 1939 39 72 82.8 6.0 
Rentucky. 9:99.) 6083 occ Jan., 1939 28 46 187.5 15.6 
WAQUISIANA, © oi ieee ms Fe Jan., 1938 42 -61 82.7 7.1 
WOES Bi 5 ie ane Jan., 1938 43 88 « 90.3 7.3 
Maryland................] Jan., 1988 43 -91 46.2 5.0 
Massachusetts. ....... Jan., 1938 63 1.85 26.6 4.2 
Michigan....... See July, 1938 713 74 39.9 2.9 
Minnesota....-........... Jan., 1938 39 yy 73.8 Vie4 
Mississippi............... April, 1938 29 .28 126.2 16.8 
LS UECGTN Baton RS Gee ee ose Jan., 1939 40 1.04 68.6 (ad, 
Montanae. ) 060. os scene. July, 1939 38 34 125.6 8.0 
Nebraska................ Jan., 1939 33 44 77.5 14.4 
Nevada..................| Jan., 1989 30 57 81.1 11.2 
New Hampshire.......... Jan., 1938 36 69 56.8 9.8 
INew dersey...0 2 .25.0..5.. Jan., 1939 39 -76 75.7 5.9 
New Mexico............. Dec., 1938 29 17 62.5 12.2 
New YOK). 2.0... sceieis Jan., 1938 48 .82 61.5 5.4 
North Carolina........... Jan., 1938 24 35 125.8 16.0 
North Dakota............ Jan., 1939 40 43 54.3 10.8 
UA vet See es Be Jan., 1939 31 .85 68.1 10.0 
WOkinhoma... 03/200. .025 Dec., 1938 57 1.19 55.4 4.1 
BOTS ROR posses 815. Y . Sat. <brtact Jan., 1938 42 16 83.6 4.5 
Pennsylvania............. Jan., 1938 44 .85 52.9 6.4 
Rhode Island............. Jan., 1938 45 .56 60.5 6.1 
South Carolina........... July, 1938 Q7 .39 78.8 19.3 
South Dakota............ Jan., 1939 QT .28 57.1 19.8 
PLETINESSCE: «oc ras css 4 otis © Jan., 1938 40 74 73.0 7.8 
BRERBS are tok ts cicins ado Ale Jan., 1938 33 49 68.6 11.6 
LOSES 5 (ies i ee eae Jan., 1938 36 48 62.3 7.9 
Erin OR Go's jis :ctideo sleet Jan., 1938 29 50 va wf 16.5 
PT ONES Sho ortho ci2  ncrieone oe Jan., 1938 35 42 87.2 13.1 
Washington... 60.2. 20 Jan., 1939 48 1.19 54.6 3.0 
West Virginia............ Jan., 1938 44 70 67.5 6.3 
msconsin’. 60. AR ee Jan., 1936 216 29 79.4 21.5 
WV OTOINg. si5).... 22) cis ek). Jan., 1939 37 39 58.7 8.3 


1Represents contributions, penalties and interest from he pie interest earned 
by state accounts in unemployment trust fund and reported by Treasury; and con- 
tributions from employees, from initiation of pro; to June, 1947. 

te ay for voided benefit checks. Cumulative from date benefits first payable 
to June 30, 1947. 

*Represents sum of balance on June 30, 1947, in state clearing account and benefit 
payment account, and in state unemployment trust fund account in Treasury. 

4Percentage of covered workers sneered in the state during an average month 
in 1946 who could, from funds available on June 30, 1947, be paid all the benefits 
due them under laws enacted by June $0, 1947, assuming: (a) the average weekly 


standard rate at 90% of the federal tax or 2.7%.1 The 
proceeds of these state taxes on employers become 
the chief source of the funds from which benefit pay- 
ments are made. Of nine states which at various 


1The actual tax rate is estimated to have averaged 1.4% of taxable 
payrolls in 1946 because of experience-rating provisions. 


benefit amount would be — to the average prevailing in the state during the 
second quarter of 1946: and (b) all claimants would be atigible for and would re- 
ceive the maximum number of weeks of benefits payable under the state law. 

‘Funds available for benefits on September 30, 1947, divided by total benefits paid 
out = calendar year of highest Se aivecs ya — airs were first payable. Un- 
employment insurance reserves rom June to September in all States but 
Rhode Island and Massachusetts. 

aExcludes $200,000 withdrawn in California for payment of disability benefits, 

bRatio for Wisconsin based on benefits and collections since January 1, 1938. 


times also imposed an employee tax to finance unem- 
ployment insurance, only two states—Alabama and 
New Jersey—continue to do so. 


1California and Rhode Island have diverted the revenue derived 
from their employee tax to their temporary disability insurance 
programs. 
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The 10% of the federal tax which cannot be offset 
is collected by the Federal Government and becomes 
part of general revenues. Federal grants from general 
revenues in turn provide the funds to cover all state 
administrative expenses in unemployment compensa- 
tion. The full proceeds of the 0.3% federal tax have 
not been found necessary for state administrative 
costs. The excess, which at present amounts to 
approximately $800 million, may be tapped by the 
states for benefit payments if their reserves should 
become dangerously low. 

From the beginning of the program to June 30, 
1947, $9.8 billion was collected through State payroll 
taxes on employers and $600 million from employee 
payroll taxes. An additional $700 million, which rep- 
resents interest earned on the fifty-one state accounts 
in the unemployment trust fund, brings the total sum 
raised for unemployment benefit payments by June 
30 to $11.2 billion. Benefit payments amounted to 
only $4.1 billion during the same period,” leaving a 
reserve of more than $7.0 billion to finance future 
benefit loads. 


ONLY FIVE STATES SHOW DRAIN’® 


Only 44 cents has been paid for each $1.00 collected 
since benefits were first payable under the various 
state unemployment insurance programs. This low 
ratio of benefits to contributions results from a high 
level of wages and minimum unemployment and 
explains the enormity of funds currently available. 

Contributions exceeded benefits in every year ex- 
cept 1946, when the impact of reconversion unem- 
ployment was felt. In that year about $54 million 
was drained from reserves.* The transition from war- 
time to peacetime production and the displacement 
of workers by veterans resulted during 1946 in much 
short-period unemployment and in heavy claims 
loads, despite a relatively high employment level. 
Benefits in that year averaged $1.20 for each $1.00 
of contributions, and went as high as $2.00 to $2.50 
per contribution dollar in the states with industries 
most sharply hit by the war’s end. 


1A special account for the excess offfederalf{taxYcollections over 
administrative grants was established by the War Mobilization and 
Reconversion Act of 1944 and extended by the 1947 amendments to 
the Social Security Act. To date, no appropriations have been needed 
or made to the federal unemployment account which is scheduled to 
terminate on December 81, 1949, 

*An additional $200,000 was withdrawn from the California se 
to finance the state’s temporary disability insurance pro 
line with the 1946 amendments to the Social Security Act. nder the 
amendments a state sa take back its employee contributions from 
the unemployment fund to pay disability benefits. In July, 1947, 
Rhode Island withdrew $15 million for ‘om purpose, Other states 
having such reserves to draw on are Alabama ®, ddiana, Kentucky, 
Louisiana, Massachusetts, New Hampshire, and New Jersey. 

*Alaska, | Hawaii and the District of Columbia are considered here 

as “states.” 

resents excess of benefit payments over collections, plus inter- 

dao Taal $200,000 withdrawn from the California pascal to 
finance the state’s temporary disability insurance program. 
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Table 2: Status of Unemployment Trust Fund, 
November 30, 1947 
Source: Treasury Department 
In Millions of Dollars 


Total assetseere eh reas ae te iets os cekeuhee $8,122 


QS tas Bate Ss sais Otte Eigegele stewie areas $ 795 
Be recive Maat «a Ee 4 
Special certificates of indebtedness: 
aon dhece wlatos eatin td ate SIN has: &onavidt cescheStefacs 90 
Goatees s ict acen ee, MBs buku esa enewie 7,209 
Caahy assets QR 2 ¢ dich Roster «tfc oseatwmant saan ent % 
‘Trustiaccoutite cs sc ser t+ COO: nb east c <3 17 
Disbursing account (railroad unemployment - 
benefits’and refands)941.. .isW8rre sien aibieerante as 
Balance in state accounts*................00eeeeeeeeeeee 7,240a 
Balance in railroad unemployment insurance account’. .... . 8825 
Total balance accounted for..............0ceeeeeeeeeeeee 8,122 


MIncludes accrued 

%Distribution of hig by state and railroad accounts estimated by the National 
Industrial Conference 

aExcludes $15,200,000 withdrawn by California and Rhode Island for disability 
insurance benefits 

bincludes transfers from state accounts amounting to $107,161,000 and from 
railroad unemployment administration fund amounting to $66,514,000. 

By the first half of 1947, the ratio of benefits to 
collections had dropped to an average of 80 cents on 
the dollar and in all but nine states net collections 
exceeded benefit payments. However, interest earned 
by the funds of four of these states resulted in an 
increase in their reserves. The Massachusetts ex- 
penditure rate of $1.85 was the highest in the country . 
and the benefit expenditure of 17 cents for each 
dollar collected in New Mexico the lowest. (See col- 
umn 6, Table 1.) 

A state-by-state comparison does not necessarily 
measure the relative severity of state benefit loads, 
as the benefit-collection ratio is partially determined 
by tax rates which vary among states because of 
experience rating.1 In the District of Columbia, for 
example, benefits expended per dollar collected would 
have amounted to 45 cents instead of $1.38, if the 
national average tax rate of 1.55% had been in effect 
there from January to June, 1947. 


RESERVES EXCESSIVE 


The severity of the drain which state balances face 
depends, of course, on future economic developments. 
Each of the fifty-one states, however, has its own 
separate and independent reserve. Although its un- 
employment taxes are deposited in a single fund, the 
aggregate assets of the fund are in no way pooled to 
meet the demands made upon the account of any 
single state. While total funds available for benefit 
payments equaled more than $7 billion on June 30, 
1947, more than half of this amount was concentrated 
in the balances of six states—California, Illinois, New 
Jersey, New York, Ohio and Pennsylvania. (See 
column 4, Table 1.) Nevertheless, current reserves 
‘ sere employer contribution rates ranged from 0.8% to 2.1% 
in * 
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in every one of the fifty-one state accounts appear 
to be more than will be required to cover anticipated 
drains for at least the next few years.! 

Funds available on June 30, 1947, could provide 
about 63% of employed covered workers? with all the 
unemployment benefits due them under existing state 
laws. However, the ability of individual states to 
pay benefits for maximum duration varied consider- 
ably. (See column 7, Table 1.) Six states had re- 
serves large enough to pay benefits for maximum 
duration‘ to all their employed covered workers. In 
only four states could less than half of such workers 
be paid their full benefits. 


RESERVES HIGH 


Reserves on September 30, 1947, could easily meet 
benefit payments equivalent to the highest amount 
expended during any previous year. In fact, the sum 
of the fifty-one state reserves was 6.5 times the 1946 
national benefit outlay—the highest in the history of 
the program. The individual state reserves were also 
in excellent shape when measured against past peak 
annual expenditures (See column 8, Table 1). Michi- 
gan, at the foot of the list, had a reserve equivalent 
to 2.9 times its highest annual outlays, which oc- 
curred in 1946. The reserves of all the other states 
were more adequate, exceeding, in twenty-two states. 
ten times the highest annual expenditures. 

Ever since benefits were first payable under the 
various state unemployment compensation laws we 
have been in a period of prosperity. Highest past 
annual expenditures in most states reflect short-term 
reconversion unemployment and do not indicate the 
drains that could be expected if mass unemployment 
similar to our 1932-1933 experience were to take place 
again. 

States deposit in their accounts in the federal un- 
employment trust fund the taxes paid in accordance 
with their unemployment compensation laws. Also 
deposited, in the federal unemployment trust fund 
is 90% of the amounts collected under the Railroad 
Unemployment Insurance Act. Receipts and expendi- 
tures of the trust fund are kept apart from general 
government finances and the balance in the fund is 
regarded as a reserve for future expenditures. 


“Assets mount when expenditures are low and contri- 
butions are high. These assets are then available for use 
when conditions are reversed and obligations must be 


1House of Representatives, Committee on Ways and Means Hear- 
ings on Social Security Legislation, “Amendments to Social Security 
Act,” Vol. 3, Unemployment Compensation, 79th Congress, 2nd 
Session, 1946. Testimony of Arthur J. Altmeyer, Commissioner, 
Social Security Administration, p. 1171. 

*Based on number of covered workers employed during an average 
month in 1946. 

%Laws enacted by June 30, 1947. 

‘Generally, from sixteen to twenty-six weeks, depending on the 
state law. 


met, thus avoiding abrupt and possibly untimely changes 
in contribution rates.” 


All money in the fund not needed for current dis- 
bursements is invested in United States Government 
securities. Interest earned on these government hold- 
ings is credited to the fund. 

By the end of November, 1947, the assets of the 
Unemployment Trust Fund totaled $8,122 million. 
The bulk of this amount, $7,299 million, was invested 
in special short-term government certificates of in- 
debtedness. Long-term government bonds accounted 
for $799 million and the remaining $24 million was 
held in cash. (See Table 2.) 

Some experts question the validity of calling the 
balance in the trust fund a reserve, claiming that the 
theory of a reserve is illusory, representing nothing 
more than the government’s debt to the fund. 

The alternative to the present method of collecting 
more than is now needed, spending the excess, and 
incurring the obligation to refund the sum spent at 
a later time would be a pay-as-you-go basis under 
which the tax rate would be determined periodically 
so as to meet current obligations. 


RECOMMENDED CHANGES IN FINANCING 


The magnitude of unemployment insurance re- 
serves is a matter of serious concern to the officials 
charged with administering the program as well as to 
the employers subject to unemployment payroll taxes. 
Dr. Arthur J. Altmeyer, Commissioner of the Social 
Security Administration, declared in his 1946 Annual 
Report that: 


“The state reserves in the unemployment trust fund 
have risen far more steeply and are larger than the fram- 
ers of the legislation ever contemplated, even though pre- 
vailing benefit rates and duration are substantially higher 
and contribution rates lower than under earlier laws. 


“A reserve of . . . $7 billion is clearly larger than is 
necessary in a current-risk program. The primary change 
in financing now needed is a revision of method that 
would reduce accumulated reserves to an amount suffi- 
cient. to finance adequate benefits over a business cycle.” 


Two proposed changes are offered by Dr. Alt- 
meyer.® If the present tax-offset basis of financing is 
retained, he suggests reduction of the federal unem- 
ployment tax to 2%, permitting the states an offset 
of 1.8% for contributions made or forgiven under 
state laws, and allocating 0.2% to the Federal Gov- 
ernment for the purpose of financing state adminis- 
trative costs. 

Dr. Altmeyer’s alternative recommendation, and 
the one which he strongly prefers, involves a com- 


WSocial Security Administration, “Social Security Yearbook,” 
1945, p. 30. 

2Annual Report of the Federal Security Agency, Section Six, Social 
Security Board, for the fiscal Pe 1946, p. 478. 

*Ibid., pp. 485-486. Also, House of Representatives, Hearings on 
Social Security Legislation, op. cit. pp. 1162-1168. 
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plete revision of present federal-state arrangements 
for raising unemployment compensation funds. He 
would reduce the federal unemployment tax rate to 
1%, allowing no credit for contributions made by 
employers under state unemployment insurance laws. 
When the.state’s reserve fund is reduced to one half 
its present size, the Federal Government would grant 
the state half the total costs of benefits, as well as of 
administration, out of the proceeds of the 1% tax. 

The states, he claims, could finance their half of the 
costs of benefits and administration in any way they 
desired—out of accumulated reserves at first, then 
out of an employers’ tax, an employees’ tax, or 
general taxes. 

Neither of Dr. Altmeyer’s suggestions has received 
approval from American businessmen, who are op- 
posed to any changes that might further federalize 
the unemployment compensation program. They 
would prefer to give full responsibility for determin- 
ing methods of fund raising to the states. 

The proposal advanced by employer groups would 
allow a complete offset against the 3% federal tax, 
instead of the present 90% offset. The states would 
deposit their collections in their trust funds and then 
use the trust funds to meet both benefit and adminis- 
trative costs, thus freeing themselves from the neces- 
sity of turning to the Federal Government for their 
administrative expenses. Experience-rating provi- 
sions, which are at present included in fifty of the 
fifty-one state unemployment compensation laws, are 
regarded by businessmen as the soundest way to take 
care of varying situations between states. They do 
not think that any other federal legislation is neces- 
sary. 


SENATE TO INVESTIGATE 


The Senate, convinced that a study of social se- 
curity as a whole is necessary before a permanent 
change can be enacted in any of the separate phases 
of the program, passed a resolution on July 23 calling 
for a “full and complete investigation of old-age and 
survivors’ insurance and all other aspects of the 
existing social security program, particularly in re- 
spect to coverage, benefits and taxes related thereto.” 
An advisory committee appointed by the Senate to 
undertake this study and headed by Edward R. Stet- 
tinius and Sumner §. Slichter went to work on old- 
age and survivors’ insurance as 1947 drew to a close. 
It hopes to have a report ready on this subject by 
March, 1948, and then to turn to the questions of 
public assistance and unemployment compensation. 


Miriam Buiavnvur 
Division of Business Economics 


1A 50% grant in aid, Dr. Altmeyer says, would automatically 
double the effectiveness of the reserve funds of the states,|since the 
hei Government would be assuming one half of the state’s 
iability. 


Canada Needs 
More Men 


IVILIAN employment is now at the highest level 
in Canadian history. Increases in the size of the 
labor force have not kept pace with the demand for 
labor in the postwar period. Shortages of labor still 
exist in agriculture, mining and construction. 
Veterans are not expected to alleviate this short- 
age to any large degree. Most of them have already 
been reabsorbed into the labor force. The aging of 
the population has increased the importance of older 
workers as a source of labor. However, employers have 
exhibited an unwillingness to use this source in the 
postwar period and older workers are becoming a 
larger section of the unemployed. Increasing empha- 
sis is being placed on immigration as an aid in reliev- 
ing shortages, particularly in the field of agricultural 
labor. 


LABOR FORCE GAINS 


During the year ended November, 1946, the civilian 
labor force increased by approximately 317,000 work- 
ers, or 7%. By August, 1947, it had added another 
233,000 workers. This latter increase was primarily 
seasonal, leaving the labor force only 2% larger than 
a year earlier. Canada normally adds about 120,000 
annually by population growth, an increase of ap- 
proximately 2%. 

The recent increase in the labor force can be traced 
in part to the excess of veterans reentering over those 
leaving the labor force in the postwar transitiona} 
period. Gaps created by the withdrawal of about 
784,000 persons who had entered the armed forces 
had been filled largely by housewives, students and 
persons formerly unemployed. Some, attracted by 
the high wages and good employment conditions, con- 
tinued to work. 

A distribution of population aged fourteen and 
over shows the following breakdown by occupa- 
tions: 


April Novem- 

1945 ber 1946 

(In Thousands) 
otalignum beraatecwOrkericst ieee 5,000 4,670 
Armed services. Wentyeias sates se ntd Hen emis 740 50 
Unemployed!*.) 27. 225 eas. aoe ee 80 120 
Students” «sien «chewy terrace ace Gio eee 460 6590 
Homemakers 45) coac.cmee eee 3,410 3,780 
Totals 220...4 8 28 pi coe ee 8,950 9,160 


WSource: Estimated in mB of Bank of Canada: cited by H. A, 
Logan, ‘‘The Canadian Labor Market and Postwar Employment.” 
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University and vocational training absorbed 112,- 
000 veterans during this period. The number under- 
going educational training declined steadily in 1947, 
totaling only 17,000 at the close. By August, 1947, 
most veterans had reentered the labor force. 

Employment surpassed five. million persons for the 
first time in August, 1947, a figure almost 150,000 
higher than that of August, 1946. Wartime employ- 
ment peaks have been surpassed except for manufac- 
turing. In mining, employment is slightly below the 
prewar level despite the gains recorded since the 
war’s end. Employment in both gold mining and coal 
mining is at approximately prewar levels. The 3% 
decrease in mining as a whole can be primarily at- 
tributed to the decrease of employment in metallic 
ore mines. 

Gains ranging up to 35% above wartime peaks 
were recorded by all but one nondurable goods indus- 
try. A 4% loss in the animal products industry re- 
flected strikes in meat-packing plants during the 
period covered. These gains minimized the decreases 
of employment in the durable goods industries. As a 
result, employment in manufacturing was only 12% 
below its wartime peak. 


Estimated Civilian Noninstitutional Man Power 
Source: Canadian Dominion Bureau of Statistics 
Thousands of Persons, Fourteen Years and Over 


Population Class See 

Total civilian noninstitutional man 
[DO Oe ee er eee 8,971 
ROR TORCE tick cacte act ries 39 5,081 
BEEEDIOVEC,..3 5.25 7 tek 2 ae ee 5,008 
POTICUICOPAL, s gisicc sam abe. a 1,301 
Nonagricultural.............. 3,707 
Unemployed: .-.............. 73 
Not in the labor force.......... 3,890 
Permanently unable or too old. 292 
Keeping house. . nie mrs. he 2,869 
Going to wehondiOa ie, 20. 19 
Retired or voluntary idle...... 701 
ine eh coor ceterers 9 


Postwar gains were realized by all other major in- 
dustries. Logging led the way with an increase of 
approximately 97% above its wartime peak. Other 
increases ranged from 7% to 59%. 

At no time during the postwar period has unem- 
ployment exceeded 5% of the civilian labor force. 
This is generally regarded as the minimum level of 
unemployment and is frictional or short term in 
nature, created by persons temporarily out of work 
in seasonal industries or moving from one job to 
another. 


LABOR SHORTAGES EXIST 


Expansion in many industries is being held back 
by scarcity of workers. Construction and mining are 
in particular need of skilled workers. Many sectors of 
manufacturing with large backlogs of orders, such 


as iron and steel, rubber and food processing, need 
workers in large numbers. 

Canadian experience demonstrates the immobility 
of labor in a period of labor shortage. In the latter 
part of 1947, a pool of surplus labor existed in the 
Maritime Region, an area of chronic unemployment. 
At the same time, demands for labor were exceeding 
the supply in other provinces. Contributing to the 
immobility is the vastness of Canada, which makes 
the shifting of labor from one area to another ex- 
tremely difficult. 


Canadian Employment, by Major and Selected 
Manufacturing Industries 
Source: Canadian Dominion Bureau of Statistics 
Index Numbers: 1926=100 


Industry Oct.1, | Oct.1, | Oct.1, | Oct.1, | Oct. 1, 

: 1939 1943 1945 1946 1947 

All industries........... 121.7 | 187.5 | 168.7 | 178.1 | 194.6 
Total manufacturing...} 119.7 | 231.4 | 188.3 | 188.4 | 203.1 
Pulp and paper....... 111.8 | 1384.2 | 148.1 | 167.3 | 180.7 
Textile products...... 126.5 | 156.8 | 159.0 | 165.3 '| 172.0 
Cliemicals........./. 168.7 | 624.1 | 363.6 | 315.6 | 325.3 
Tron and steel........ 101.5 | 351.1 | 215.0 | 194.2 | 216.1 
Nonferrous metals....} 166.3 | 501.1 | 295.5 | 285.2 | 335.3 
Lumber and products.}| 91.1 | 124.1 | 126.4 | 140.1 | 153.0 
Electrical a, .| 186.1 | 323.4 | 266.5 | 270.1 | 353.7 
Plant products.......] 160.3 | 185.6 | 203.2 | 228.8 | 232.8 
Animal products. degatens 151.2 | 197.2 | 238.8 | 242.2 | 188.8a 
Logging............... 115.6 | 146.0 | 205.2 | 241.7 | 287.4 
Mining eh. er. eee 170.8 | 154.1 | 143.6 | 154.5 | 165.3 
Communications....... 87.5 | 106.4 | 123.4 | 151.9 | 169.6 
Transportation........ 94.8 | 120.0 | 127.3 | 183.2 | 141.6 
Construction.......... 131.5 | 186.9 | 124.7 | 152.2 | 180.0 
SOLviCe i wat eines 5 136.1 | 198.5 | 209.9 | 235.1 | 250.6 
dict: Pape eee CR 138.6 | 156.3 | 176.5 | 196.8 | 212.0 


aWidespread strikes in meat-packing plants account for unusually low figure. 


Four possible solutions to the problem of labor 
scarcity have been proposed. Three involve increas- 
ing the supply of manpower, the fourth provides for 
more productive utilization of the present supply. 
The first method would expand the labor force by 
increasing the flow of immigration. The plan is re- 
ceiving wide support, particularly as an aid in reliev- 
ing shortages in the primary and service industries. 
The average annual number of immigrants in the 
1935-1939 period was approximately 14,000. The Ca- 
nadian Government has authorized the admission of 
26,000 immigrants over and above normal immigra- 
tion. Admitted under the quota thus far have been 
4,500 Poles and 1,500 Netherlanders. Most of these 
immigrants have joined the agricultural sector. It is 
planned to fill the remainder of the quota from 
European camps for displaced persons. 

Another method suggested for increasing the labor 
force is that of making greater use of older workers. 
Although a scarcity of labor exists, unemployment 
has been on the increase among older workers. In 
November, 1945, approximately 15% of the total un- 
employed were persons aged forty-five and over. By 
June, 1947, this percentage had increased to 23%. 
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The importance of this unemployment takes on a 
serious note when viewed in relation to the aging of 
the population. It is estimated by the Canadian De- 
partment of Labor that the population forty-five 
and over will increase by approximately 2 million 
persons from 1941 to 1971, a rise of 67%. Older per- 
sons are becoming a fast growing section of the labor 
force. Employers should be made aware of the advan- 
tages of hiring older workers. Loss of physical strength 
by aging workers is normally balanced by accumu- 
lated skill and judgment. “Man’s life is lengthening 

. . but if his productive life cannot also be pro- 
longed, then the burden for the support of a larger 
and larger older age group will fall upon a steadily 
decreasing proportion of younger persons—through 
taxes, if not directly.”? 

Another possible method of easing the shortage 
would be to increase the length of the work week. 
However, a quarterly average of hours worked per 


1Canadian Department of Labor, ‘““The Problem of the Older 
Worker,” The Labor Gazette, September, 1947, p. 1251. 


week in manufacturing, available since late 1944, re- 
veals a decrease from 44.3 to 42.5 hours from 1945 
to 1947. Several factors may account for this de- 
crease. The urgency of meeting wartime production 
needs has disappeared. Another factor that might 
account for the decrease may be the statutory 44-hour 
work week put into effect by the provinces of Sas- 
katchewan, British Columbia and Manitoba. Over- 
time penalty of time and a half for work done beyond 
forty-four hours may be curtailing the use of a 
longer work week. 

The fourth method would involve a more produc- 
tive utilization of both man power and machinery. 
With higher productivity, the need for workers would 
be lessened. 

Meanwhile, valuable resources remain idle because 
of the shortage of workers with which to develop 
them. 

Irwin SCHWIMMER 


Division of Business Economics 


Scrambled Egg Prices 


GGS are selling wholesale from 15% to 40% 

above a year ago in the large cities of the nation. 
Yet as recently as July, the government supported 
prices by purchases of shell converted to dried and 
frozen eggs. 

While supply was seasonally short of demand in 
December, government eggs went begging. Almost 
87 million dozen or 29 million pounds of dried eggs in 
the possession of the government are being offered at 
half cost for export only. Domestic prices, however, 
are approximately double export price. Domestic bids 
for frozen eggs are for the most part being rejected as 
too low, while government stocks total approximately 
48 million dozen or 61 million pounds. 

How did such a situation come about? 

Government egg stocks were acquired under the 
Steagall amendment to the Stabilization Act of 1941, 
originally instituted to encourage maximum war pro- 
duction. Prices of Steagall commodities must be sup- 
ported at not less than 90% of parity by loans, pur- 
chases or other operations.1 Government support will 
continue in effect for two years after tue official end 
of hostilities or until the last day of 1948. Much of 
the administration of the law is left to the discretion 


1The parity formula is based on the index of prices paid by farmers, 
including interest and taxes, in relation to the index of prices received 
by farmers. At the base period August 1909-July 1914 the indexes 
are equal to 100. Parity legislation is designed to “reestablish prices 
to farmers at a level that will give agricultural commodities a pur- 
chasing power with to articles that farmers buy equivalent to 
the purchasing power of agricultural commodities in the base period.” 


of the Department of Agriculture. Egg prices for 
example may fall below support levels in any particu- 
lar month, but the Department regards its commit- 
ment as being met if the average price for the year 
remains above the official support level. 

Producers’ prices of eggs were supported at a na- 
tional average of 33 cents a dozen from February 
through April, and 35 cents from May through July 
of this year. Egg driers who sold their product to the 
government certified that they paid producers not less 
than the specified price. 

The cost to the government for a pound of dried 
eggs averaged $1.20 from February through April and 
$1.26 thereafter. Frozen eggs averaged more than 
$.32 a pound. 

The actual price received by farmers for eggs in the 
twelve months of 1947 averaged more than 938% of 
parity. Only in January and November did prices 
fall below parity to 86%. 


GOVERNMENT STOCK 


Egg prices were thus supported through purchase 
of shell eggs for conversion to dried and frozen stock. 
In 1947, the government acquired 76 million pounds 
of dried eggs or 228 million dozen. Of this amount, 
8 million pounds have gone into school lunches and 
other institutional uses, and more than 88 million 
pounds were bought by the British under loan com- 
mitments. 
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On December 1, 1947, 33 million pounds or 99 mil- 
lion dozen dried eggs remained in government hands. 
This constitutes about 92% of all dried egg stock in 
cold storage. 

Frozen egg holdings acquired through purchase in 
1947 totaled 61 million pounds or 48 million dozen. 
The government held approximately 35% of total 
storage holdings of frozen stock on December 1. 

Shell egg holdings are negligible—12,000 cases or 
1.5% of total shell eggs are in storage. 


MARKET PRICES 


Meanwhile, egg prices are skyrocketing. In the 
first week of December, consumers paid the highest 
price for eggs in thirteen years. Since then, consumer 
resistance and some increase in the supply have 
forced prices down. In mid-December, wholesale 
prices of shell eggs were still from 15% to 40% above 
a year ago. 5 

Frozen whole eggs on December 19 in New York 
City were selling wholesale at 37 cents a pound as 
compared with 30.5 cents a year ago. Frozen whites 
were almost double last year’s prices. 

Prices of dried eggs have likewise risen consider- 
ably above a year ago. Dried whole eggs are $1.32 
a pound as compared with $1.27 a pound last year. 
Dried albumen sells for $2.80 or about $1.00 a pound 
more than on December 19, 1946. 

To summarize, the situation is one of high prices 
on the one hand and government price support and 
huge dried and frozen stock on the other hand. 

This government policy was severely criticized in 
a report by the Eastern subcommittee investigating 
prices: “Eggs were withdrawn from the market up to 
July 15 and either powdered or frozen, putting them 
in condition unacceptable for household use in a 
succeeding period of egg shortage and high prices. 
This is an illogical and harmful procedure in time of 
shortage.”! 

Secretary of Agriculture Anderson’s reply to Sena- 
tor Flanders, chairman of this committee, was: 
“There were very definite reasons for purchasing 
these eggs in dried and frozen form. In the first 
place they were primarily ungraded eggs of the lower 
qualities and therefore in the main were not suited 
for purchase in shell form for storage. . . . The trade 
would have hesitated to buy as many shell eggs as it 
did for storage against later demand in the low 
production months, if the government itself had 
stock-piled shell eggs. Further, if the Department 
bought and stored shell eggs in the spring, it could 
not, under the law, dispose of them domestically dur- 
ing the fall months at prices reflecting less than 100% 
of parity unless the eggs were threatened with spoil- 
age. Even at that, to sell the eggs at less than the 


1Eastern” Subcommittee for Price Investigation, Report to the 
Joint Committee on the Economic Report, Nov. 14, 1947, p. 12. 


support level could put us in the impossible position 
of disposing of storage stocks with one hand and 
engaging in price support purchases with the other to 
maintain the required price floor. These are the fun- 
damental reasons for buying dried and frozen eggs 
last spring.” 

This answer by Secretary Anderson still leaves a 
basic question unresolved: Is this administration 
more concerned with artificially supporting prices 
than with attempting to bring prices down? And 
what of the monies expended to buy, process. and 
store eggs of little or no utility? 


DISPOSITION OF GOVERNMENT STOCK 


Although the government is offering dried eggs for 
export only at $.65 a pound, or at approximately half 
the cost, sales have been limited to one transaction of 
153,902 pounds out of a total of 29 million pounds. 
Shortage of American dollars practically eliminates 
export possibilities, it is claimed. 

Dried egg stocks are not being offered to domestic 
markets because, as Secretary Anderson pointed out, 
the government would at one‘and the same time be 
supporting producer egg prices by purchase, and mod- 
ifying consumer prices by sale below support levels. 

Those in the trade believe, however, that were 
these stocks offered at prices slightly below market 
levels, it would'do much toward lowering prevailing 
prices. 

Frozen eggs are being offered domestically for 
closed bid prices. For several weeks no bids were 
accepted because of low prices offered but several lim- 
ited transactions occurred late in November and 
December. The first sale was effected at $.3434 a 
pound at a midwestern point for 39,600 pounds; the 
second at $.3534 for 193,500 pounds in the east. 

A total of 1,097,400 pounds of government frozen 
eggs have been sold out of approximately 60 million 
pounds through December. 

How can the low trade bids be explained in view 
of present prevailing market prices of 36-37 cents 
for frozen whole eggs? 

Lack of trade interest in government eggs is ex- 
plained partly by the sufficiency of supplies in private 
hands to cover contracts. A superabundant supply 
with consequent low prices is therefore not welcomed 
by the trade. Inventory accumulation would not be 
wise, since heavy seasonal production in the following 
months may cause prices to drop. 

Small bakers and other such consumers of dried 
and frozen eggs are not in a position to finance a 
carload lot (the minimum quantity offered) costing 
perhaps $12,000, nor do they generally have the nec- 
essary facilities for handling such huge quantities. 

1Letter to Senator Flanders, November 19, 1947, reprinted in Depart- 


ment of Agriculture “Weekly Newsletter for Food Trade” December 3, 
1947, p. 3. 
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The primary reason for lack of trade interest is the 
price factor. The cost involved in transporting and 
handling government stock would eliminate the slight 
margin of difference between local market prices 
which prevailed in December and the bid prices ac- 
cepted. 

Congressman Taber, and the Eastern subcommittee 
reporting on prices and various other groups have sug- 
gested that the CCC put a price on dried and frozen 
eggs which will move them into the market “for the 
purpose of helping out the cost of living situation.” 
No action, however, has as yet been taken. 


EXPORT PROGRAM 


The government thus finds itself with stocks of 
eggs for which no foreign demand backed by dollars 
and no domestic demand at present prices exist. 
Plans for European relief involve consideration of 
these stocks. 

An amendment to the Interim Aid Act recently 
signed by the President makes provision for export 
of government holdings which may result in tremen- 
dous financial loss. This plan would permit any item, 
acquired by the Commodity Credit Corporation under 
any price-support program, to be disposed of by the 
corporation for foreign relief, the price for which “may 
be the equivalent of the domestic market price of a 
quantity of wheat having a caloric value equal to that 
of the quantity of the commodity so disposed of.” 

The following table, presented by Representative 
Jack Z. Anderson,to Congress, illustrates the effect 
on egg holdings. 


Available Cost per Processing Estimated Estimated net sales 
forexport! processed petre pee ee loss per pound (cents) 


(million pound * uni 
Ibs.) (cents) ere eet) excluding including 
processing processing 


Dried. ... 29 126.12 23.12 9.45 116.67 93.55 
Frozen... 61 $2.34 4.84 2.50 29.84 25.00 
‘CC stocks as of November. 


1¢ 

3Actual cost to CCC including transportation, , storage, etc. Additional 
cost would be incurred in ng the frozen eggs Ppa x 

“Wheat equivalent basis”: estimated sales price per sagen based on the caloric 
equivalent in wheat, assuming a $8 per bushel price for wheat and the caloric content 
based upon whole grain at 90-or-over extraction. 


The CCC paid $1.26 a pound for dried eggs to sup- 
port prices. As illustrated above, the eggs could be 
sold under this plan, as interpreted by Representative 
Anderson, for 32.5 cents. This constitutes 9.45 cents 
which represents the wheat-equivalent basis of the 
raw eggs and 23.12 cents which represents the proces- 
sing cost. Whether interpretation of the measure 
will allow for processing cost, however, is as yet un- 
determined. 

The Knowland Amendment, as the provision is 
called, merely authorizes—does not direct—the CCC 
to sell at a price equivalent to the domestic market 
price of a quantity of wheat having the same caloric 
value. It is felt, however, that the State Depart- 

‘Congressional Record, Dec. 16, 1947, p. 11590 
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ment and the Army would bargain and defer the 
use of such commodities until such time as the CCC 
agrees to the lowest price authorized by this amend- 
ment. It has been reported that transactions between 
the CCC and the Army are in progress, but as yet 
there has been no official confirmation. 

On the basis of stocks in the hands of the govern- 
ment, the total loss (at a price including processing 
cost) would be more than $40 million. In this con- 
nection, the Interim Aid Act reads that the agency, 
the CCC in this case, “shall report to Congress the 
amount of losses incurred by it as the result of the 
disposition of commodities and the Secretary of the 
Treasury is authorized and directed to cancel notes 
of such agency held by him in any amount equal to 
the amount of such losses.” 


SUPPORT REVISION 


Criticism has been directed not so much at dispo- 
sition of stocks as at a policy which permits support 
of marginal producers, and thereby keeps the average 
of prices above the free market level. 

In any huge program such as price support, some 
particular item may not conform in effect to the 
over-all policy. Carl C. Farrington, former assistant 
administrator of the Production and Marketing Ad- 
ministration, told a. Joint Congrsesional Committee 
on October 7 what his committee believed should 
characterize future price support. With a program 
such as the following excerpts describe, the present 
egg situation would probably not have arisen. Mr. 
Farrington’s views are: 


“First, a high degree of flexibility, both as to support 
levels and methods, is essential in view of differences be- 
tween commodities and constantly changing conditions 
that cannot be foreseen. 


“Second, mandatory loan and purchase operations 
probably should be limited generally to storable commodi- 
ties. Mandatory loan and purchase operations on perish- 
able commodities inevitably lead to dumping and waste. 

“Third, the minimum support level should be consider- 
ably below the general level of prices sought to be 
achieved over a period of years. This would allow price 
to influence the allocation of resources among different 
commodities and bring about basic shifts in the pattern 
of production. However, there should be discretionary 
power to establish price supports of any commodity 
above the mandatory level in order to encourage needed 
production shifts and better meet the basic food needs of 
our people. 

“We have given much thought to the percentage of mod- 
ernized parity which might be used as a minimum price 
floor. Our studies indicate that 50% of parity, for ex- 
ample, might not be high enough to act as an effective 
stop-loss mechanism and 90% might force us into a com- 
pletely managed agricultural economy.” 


Rose Nawicu 
Division of Business Economics 
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Paper Demands Mount 


UTPUT of paper and paperboard for the first 

three quarters of 1947 reached an annual rate 

of 21 million tons, an all-time high. This resulted from 

new additions to plant and increased supplies of labor 

and pulpwood. Notwithstanding the new production 

record, demand for paper continues to outstrip supply 
owing to the high level of industrial activity. 

With more new capacity coming into existence, 
the trade expects supply to catch up with de- 
mand by the end of 1948 for virtually all lines of 
paper and paperboard except newsprint, which 
shows no signs of easing for at least a year and a half. 


PRODUCTION UP 


Practically every grade of paper and board indi- 
cated an upturn in production from the 1946 level. 
The most marked increase occurred in book paper, 
building paper container board, and building board 
(see Table 3). 

Although the supply of most grades of paper and 
board is now in closer alignment with demand than 


Table 1: Capacity and Production in the Paper 
and Paperboard Industry 


Sources: American Paper and Pulp Association; 
Bureau of the Census 


oplant Production Production 

Year ae a aot 

Thousands of Short Tons nae 4 
ees) sie aise Roun aie arecers. Soe sis 7,671 5,966 78 
BNE I ee © Reta oS ee 8,540 7,185 84 
Bee eel ausie Skala, phasana: uses «2 8,614 5,333 62 
Bienes stele ays ,cha anahe-ave oe 8,970 e 6,875 77 
Cae trs ctchs SUERTE. 9,727 7,871 81 
Beet Hatter ete ts Alevaxsreast ls 10,500 e 7,930 71 
BF Bobs tht micnctialias so WirdRe tala) 9 11,623 9,002 17 
BOA ae oF oats Obes Siler 12,000 e 9,794 82 
cea anertancs) Memoir 12,536 10,002 80 
ce aa, Mise ecsige PEGA AG SRE PO 12,933 10,403 80 
Re pert Beier hee sm ee 18,704 11,140 81 
ee heats teeta ee eerie 13,643 10,169 15 
RAEN TE ctor unters fared aaks 13,972 9,382 67 
SRR Ae ey eee 13,728 7,998 58 
BENE che rts fen. amr teame 18,728 e 9,190 67 
ee Ne eae ie OR AUMENS Sahat ok tess She ba 13,888 9,187 66 
= Bee Ce ae aoe 13,986 10,479 15 
ue Scien yp RNR, ceding prawretee ie e 14,458 11,976 83 
STE iiss trate alaiave e Se spn 15,573 12,837 82 
a St Beet ieitin, GE Eis, of xive dienes 16,191 11,381 70 
I ee cb doe inibgin eats a oye. are ays. ¢ 16,557 13,510 82 
PNREN: Petes bale aipets KG ote an 16,891 14,484 86 
Species Bry Srie WE eae vss 18,522e | 17,762 96 
SEER ter nites, afolite » & evaraatsis 18,772e | 17,084 91 
DEN ahy «lure eT Hie ste ees Hees 18,830e | 17,036 90 
brite Boia Steps te des acewiien ev. das 8 19,260e | 17,183 89 
atid otabis alte.» whrarsvary deheodd Serage, © 20,282e | 17,371 86 
epatichs <yshaite sealers « <'eimpagayeteve sts aats 20,420e | 19,179 94 


Value of Construction Contracts Awarded! in the 
Paper and Pulp Industry (Thirty-seven Eastern 
States) 


Source: F. W. Dodge Corporation 
Millions of Dollars 


100 


80 


0 = PF Warn: 
1925 1928 1931 1934 1937 1940 1943 1946 1949 


4/1 MONTHS ANNUAL RATE 
MIncludes new and alteration projects; private and public works combined. 


during any period since the war, shortages still pre- 
vail. They basically spring from three conditions— 
the heaviest demand in history, which issues from 
augmented industrial and trade activity together with 
new uses for paper; insufficient wood pulp; and the 
need for new capacity and replacements in plant and 
equipment. 
NEWSPRINT SCARCE 

Of the various kinds of paper and board, newsprint 
is in tightest supply, and is not now expected to 
ease substantially before 1949 or 1950. This situa- 
tion persists despite increased imports from Canada 
and the Scandinavian countries. The newsprint mill 
now being constructed in Childersburg, Alabama, is 
not expected to start functioning for at least a year. 

Canada is our major source of newsprint. Although 


Table 2: United States Imports of Newsprint 
and Paper and Paperboard 


Source: Department of Commerce 
Thousands of Short Tons 


Y RT Pero 
ear ews} f:) 

OA Paspsetoatt 
ta. ee eee 2,615 | 2,688 
Yorn ae OE CO FE oy 2.763 | 2811 
BOE, ke tinacost, Bah, ae oc% pies, 2,982 | 3,056 
TURE WN a Nt eae 2,921 | 2,997 
Eee BS ra i eg OS 2,637 | 2718 
TOSUG) JER O08 Gl Sits Ne OF 2.491 | 2.574 
“Ea * i celal 8 ek Nile iy Mina eel 2,669 | 2,751 
ie Pe ee ee 3,490 | 3,692 
Teac nk er ie Xe! 3,864 | 4,020 


MIncludes newsprint. 
*Total for first nine months at an annual rate. 
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Table 3: Paper and Paperboard Production 
Source: Bureau of the Census 
Thousands of Short Tons 


1947! | 1946 1945 19412 1940 19389 
Al Types: hc sce 20,812 | 19,277 |17,371 17,890 | 14,484 | 18,510 
Paper, totals ce sie 10,529 | 9,787 | 8,457 9,861 | 8,104 | 7,484 
eWspritit,..cce.s see sks 821 773 725 1,044 | 1,056 954 
Groundwood............ 825 175 636 643 550 540 
Book paper............. 2,157 | 1,983 | 1,501 2,026 | 1,656 | 1,585 
Fine paper. 1,221 | 1,162 | 1,001 950 735 123 
Coarse paper......... 2,864 | 2,690 | 1,980 2,835 | 2,441 | 2,168 
Special industrial........ 284 271 238 173 61 vel 
Sanitary sso 00st cose se 860 861 824 738 545 357 
MPigGuehs a cares Contes 197 184 157 175 189 291 
Absorhents <2%.'h: ecb 101 103 89 62 129 122 
Building: Actes ancene 1,197 | 1,036 883 918 682 659 
Other paper; 3) ostnoch sleds, Viens 423 297 60 64 
Paperboard.............. 9,127 | 8,533 | 17,791 7,639 | 6,200 | 5,910 
Containerboard......... 4,791 | 4,314 | 4,181 4,184 | 3,435 | 3,361 
Folding boxboard........ 2,218 | 2,327 | 2,270 1,842 | 1,416 | 1,860 
Setup boxboard.......... 575 520 721 1,239a| 899a} 865 
Cardboard! 25..3..<c.+: 79 89 71 80) 54 59 
Miscellaneous........... 1,469 | 1,281 599 294 396 265 
Building board........... 1,147 956 | 1,123 889c| 179 115 


1First nine months at an annual rate. A . See 

*Comparability of the 1941-1945 data with statistics for earlier years is affected to some extent by the inclusion of statistics 
for a few companies not previously covered and by certain classification changes. Data prior to 1941 are reasonably comparable 
with later years, with the exception of tissue paper, building paper and building board. (For further details see census of pulp mills 
and of iene and paperboard mills, 1941). 

alncludes some paper bag. 

bIncludes clay-coated foldi g boxboard. 

cEstimated for 100% of the industry. 


Table 4: Survey of New Capacity, 1946-1948 
Source: American Paper and Pulp Association 
Capacity in Short Tons 


Capacity Increases During 


almost half the total num- 
ber of mills in the industry, 
have been confronted with 
the serious problem of 
procuring sufficient pulp, 
paper and board compa- 
nies that produce their 
own pulp have, for the 
most part, been function- 
ing at a high rate. 

Production in 1947 for 
the industry as a whole 
averaged about 100% of 
capacity,! although in re- 
cent months the integrated 
segment of the industry 
has been operating well 
over 100% of theoretical 
capacity,” the noninte- 
grated portion has been 
functioning below full ca- 
pacity. 

While the supply of 
pulpwood, which is the in- 
dustry’s basic raw mate- 
rial, has been improving, 
it is still limited. Among 
the major reasons for the 
scarcity of pulpwood are 


Copaci Total Capaci : ; 
Type sy mai sa “12/81/48 ~~ heightened use of wood in 
3 | ee ee ee Se enn tie recolsiruction Olawar- 
a timice deh Gheekeh alate 1,168,760 98,930 27,590 | 1,291,520 : 
Boke cs se Oa eee 1,947,770 177320 | 220410 | giai77g0 -‘ tOFM areas in Europe and 
Tissue... Sra EEeer eee 1,114,970 91,140 77,500 | 1,818,640 the coal shortage, which 
t_and sulphite wrapping, in- has resulted in increase 
cluding specialties............. 3,233,260 194,370 319,300 3,763,670 See ee ee f mn et f : 
Groundwood............0.000 00. 773,420 846,270 Utilization of wood as fue 
ait sot dior: Wlymecal> 4 876,350 eae by some of our major Eu- 
IBCOMANCOUN: «554: pis.0'o'e,e, sear ee 107,620) 5 9 | SAS00 so QSOS. cat oe 0,930 G 
Building paper.............-..-. 1,160,000)0 Oe ONES. Ws. oo aac ca 1,160'000 | Topean suppliers. 
Motul Haber! 035.36 cones a. 10,382,050 187,950 667,120 | 11,754,110 The shortage of pulp- 
te pebechoan- jd siateoet 9,000,000 | ........ $70,100 1,040,850 | 10,410,950 wood is intensified by the 
uilding board............-...-. 900,000 | ........ 418,500 57,350 | 1,875,850 
Grand total, oe 20,282,050 137-050 | 1,886,500 | 1,765,820 |~93,540,010 dearth of box cars, espe 


additional newsprint machinery is scheduled to be 
put into operation in Canada, permitting increased 
shipments to us in 1948, imports from that source are 
not expected fully to meet our requirements for the 
product. 
MORE PULP NEEDED 

While the market pulp supply situation has im- 
proved somewhat in recent months, many paper and 
paperboard producers have been unable to obtain 
enough pulp to operate at full capacity. Inability to 
get enough of this material applies especially to those 
manufacturers who purchase pulp in the spot market 
rather than on a contractual basis. Although the non- 
integrated mills, of which there are about 350, or 


_ 1Those mills which buy all or most of the pulp that they convert 
into paper. 


cially in the western part of 
the country. In industry circles there is not too much 
hope that the gap between demand and supply of 
market pulp will be filled completely by the three 
pulp-producing regions—United States, Canada, and 
northern Europe. The supply of market pulp will 
have to increase for the nonintegrated segment of the 
paper and board industry to participate in the expan- 
sion activities being enjoyed by the integrated mills. 
It can be done only through the creation of new 
F' See Table 1. Since production rate in this tabulation relates to 
year-end capacity, the percentages are slightly understated in years 
of plant expansion. 

?Theoretical capacity in the and paperboard industry isthe 
sum of the estimates by the ite ot asa annual output under 
conditions of adequate materials and labor supply, ability to uselor 
sell full production, manufacture of pee it qualities and con- 
formance with state laws and with labor contract provisions, if any, 
which may limit operating time. 
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sources of pulp here and in Canada and through in- 
creased imports from Europe.t 


OVEREXPANSION ? 


Sizable extension of plant facilities has been in 
progress for the past year and a half and is expected 
to continue at a still greater rate during 1948. Accord- 
ing to a survey conducted by the American Paper and 
Pulp Association, 1,765,320 tons of capacity are sched- 
uled to be added to the paper and board industry 
during this year. By the end of 1948, total capacity 
will have reached 23,540,910 tons, or 8% above the 
1947 peak year-end capacity. (See Table 4.) Since 
1939 the industry has been operating on an annual 


1Department of Commerce, Industry Report, “Pulp and Paper,” 
November, 1947, p. 17. 


Business 


BOOKS 


“The Industrial Study of Economic Progress’’—This 
volume on concepts and methods to be used in the study 
of economic progress at the industry level is offered in the 
hope that the industrial research department may benefit 
in its own research from the ensuing discussion. By Hiram 
S. Davis, University of Pennsylvania Press, Philadelphia, 
1947. 


*“Statesman’s Year-Book, 1947°°—The 84th Annual 
issue of this standard reference work. Edited by S. H. 
Steinberg, The Macmillan Company, New York, 1947. 
$7.50. 


“Pictionary of Labor Economics’’—The definition of 
nearly three hundred and fifty terms are contained in this 
handy little dictionary. By Byrne Horton, Public Affairs 
Press, Washington, D. C., 1947. $1.00. 


“Full Employment and Free Enterprise””—The common 
theme of this collected series of essays “is that the govern- 
ment should not only underwrite employment as such but 
should also underwrite the total consumer market—and 
support consumer income, the source of that market—at 
a high level, a level that is not inflationary but yet en- 
courages and sustains private employment so that the need 
for having the government itself provide too many jobs is 
avoided.” By John H. G. Pierson, Public Affairs Press, 
Washington, D. C., 1947. Cloth: $3.00, paper: $2.50. 


“The ‘102’? Cases”—The authors analyze Section 102 of the 
Internal Revenue Code in the light of court decisions, ad- 
ministrative rulings, etc. By J. K. Lasser and Robert S. 
Holzman, reprinted from Tax Law Review, October-Novem- 
ber, 1947, New York University School of Law. 


‘Monetary Policies and Full Employment’’—How mone- 
tary policy can contribute to the maintenance of full em- 
ployment. By William Fellner, University of California 
Press, Revised Edition, 1947. $3.50. 


basis at a minimum of 86% of theoretical capacity. 
In 1941 and 1947, the figure reached 96%, an all-time 
high. (See Table 1.) 

Although expansion of capacity is necessary to 
meet current needs, some quarters of the industry are 
becoming somewhat apprehensive about a possible 
contraction in the demand for paper and board by 
the end of 1948 and a consequent state of idle capac- 
ity. Since sales of paper and board are highly cyclical 
and quite dependent upon general business conditions, 
especially the production of nondurable goods, the 
industry tends to react to any major falling off in 
economic activity. 


Suirtey S. Horrman 
Division of Business Economics 


Bookshelf 


‘Value of Commodity Output since 1869°°—Continues 
the bureau’s studies of commodity flow with annual esti- 
mates for major groups of consumers’ perishables, semi- 
durables and durables and producers’ durables through 
1939. Analyzes changes in composition of total, behavior 
during business cycles, and effects of price changes. By 
William Howard Shaw, National Bureau of Economic 
Research, New York, 1947. $4.00. 


‘County Data Book’’—A summary of population, labor 
force, housing, agriculture, industry and retail trade and 
other economic data by states, metropolitan areas and 
counties. United States Department of Commerce, A 
Supplement to the Statistical Abstract of the United 
States, Washington, D. C., 1947. $2.75. 


‘Soviet Foreign Trade”’—A survey of Russian foreign trade 
from 1803 to 1939 and of the organization developed under 
the Soviets to handle foreign trade. By Alexander Baykov, 
Princeton University Press, Princeton, N. J., 1946. $2.00. 


PAMPHLETS, ARTICLES AND REPORTS 


“City Worker’s Family Budget’—A new four-person 
family budget which is described by the Bureau of Labor 
Statistics as “an attempt to describe and measure a modest 
but adequate American standard of living,” was priced in 
34 cities during the spring of 1946 and summer of 1947. 
A general description of the methods used and the dollar 
cost of the major items included in the budget are shown 
in the mimeographed study. United States Bureau of Labor 
Statistics, December, 1947. 


‘Statistics of the Communications Industry in the 
United States for the Year Ended December 31, 1945” 
—The seventh annual compilation of financial and operat- 
ing data on the communications industry. Federal Com- 
munications Commission, Washington, D. C., 1947. 


‘Individual Income Tax Exemption,’’ December, 1947. 
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‘*Federal Excise Taxes on Transportation,’? December, 
1947. 


“The Extension of Old-Age and Survivors’ Insurance 
to Agricultural and Domestic Service Workers and 
to the Self-Employed,’’ November, 1947. 


“The Tax Treatment of Earned Income,’”? November, 
1947 


‘The Taxation of Farmers’ Cooperative Associations,”’ 
October, 1947. 


‘‘Federal Estate and Gift Taxes,’’ 1947. 

“Taxation of Small Business,’’ October, 1947. 
‘*Business Loss Offsets,’? October, 1947. 

‘‘Federal Retail Excise Taxes,’? October, 1947. 
‘*Excise Taxes on Communications,” July, 1947. 
‘‘Federal-State Tax Coordination,” July, 1947. 

‘The Tax Treatment of Family Income,”’ June, 1947. 


‘’The Corporate Postwar Tax Structure,”’ December, 1946 
The above series of research papers are designed to pro- 
vide factual data and analysis of the tax problems involved. 
No policy recommendations are made. Division of Tax 
Research, United States Treasury Department. 


To Achieve Freedom from Want—Analyzes the 11 million 
persons currently receiving some form of government 
assistance. Mr. Corson who is director of the Old Age and 
Survivors Insurance Bureau of the Social Security Ad- 
ministration predicts that the government will eventu- 
ally guarantee every family a minimum of well-being. By 
John J. Corson, The New York Times Magazine, December 
28, 1947. 


Technological Advance and the Structure of American 
Agriculture—The effect of farm technological advance— 
as measured by output per worker—upon the size and 
number of farms in different sections of the United States. 
By J. C. Ellickson and J. M. Brewster, Proceedings 
Number, Journal of Farm Economics, The American Farm 
Economic Association, November, 1947. 


‘Survey of Current Inflationary and Deflationary 
Tendencies”’—In this pamphlet the factors making for 
inflation or deflation are analyzed for the following coun- 
tries: United States, United Kingdom, France, Italy, 
Poland, Yugoslavia, India and Latin America. Series A- 
No. 2, United Nations, Department of Economic Affairs, 
Lake Success, 1947. 


‘Concerning a New Federal Financial Statement’?— 
A new financial statement designed to show the impact of 
federal fiscal operations upon business. By Morris A. 
Copeland, National Bureau of Economic Research, New 
York, 1947. $1.00. 


“Ask The Conference Board” 


How many corporations would be exempted from 
payment of federal income taxes if exemptions of $2,000 
and $5,000 respectively were permitted, and how much 
would the resulting revenue loss amount to under these 
conditions? 

To allow corporations an exemption of $2,000 would cost 
$109 million and exempt about 97,000 corporations from pay- 
ing the tax. An exemption of $5,000 would cost $223 million 
and exempt about 144,000 corporations. The revenue loss 
figures do not take into account the effect upon revenues 
from the individual income tax when businesses are in- 
corporated to take advantage of the exemption. (Source: 
Joint Committee on Internal Revenue Taxation.) 


What percentage of our food exports are financed with 
government funds? 


An estimated 26.4% of total food exports for the first 
half of 1947 were financed with government funds. This 


amount, $878 million, includes agricultural products paid 
for from the United States contribution to UNRRA and 


military shipments of food for relief. (Source: U. S. Dept. 
of Agriculture.) 


How is the federal net debt shown in Road Maps of 
Industry, No. 615, derived? 


The amount of the federal net debt at the end of 1946 
is derived as follows: (Source: Dept. of Commerce.) 


Gross debt: (in millions of dollars) 
Federal Government............00ceeeeeeeeees 259,149 
Federal Agency (including securities held by the 
Treasury: ssi cic arsiepstossebys sakdraresine plein eet dere eer 12,998 
Total scvcictorce.< cineca via ater cte iene a atten atta tecotnetete sae 272,147 
Duplicating debt: 


Federal Government securities held by federal 


agencies and trust funds, .......0.0.00ss000» ,913 
Federal agency securities held by U. S. Treasury, 
federal agencies, and trust funds.............. 11,485 
Totals ieeasctaciSen ce ee ewok wrasse 42,398 


Net debt: 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1948,” pages 72, 78) 


1947 Percentage Change 
Item epee aceon: 11 Months, 
ne shes oe an Novesnber, Ravens 11 Months, 
1947 1947 1947 
Industrial Production 
Sata CPI LS) ve tae Caivaiee sciys 1 1935-89=100 |p 192] r 190 186 182 +1.1 +4.9 49.7 
Manufacturing (FRB) (S)........ | 1985-89=100 || p 198 | r 197 192 188 +0.5 +3.7 +9.8 
Durable goods (FRB) (S)....... 1985-89=100 || p 225 | r 223 218 |r 211 +0.9 45.1 415.1 
RILOGE cet, Cat aki ehekierte sarees 000 net tons 7,250 |r 17,560 6,789 6,982 —~4.1 +12.3 427.3 
Dee cs case ok ca | 000 net tons 5,015 5,228 4,801 4,917 4.1} 413.1] 4802 
Copper (refined).............. | net tons 97,525 | r 108,277 |r 92,146 |r 88,122 -9.9f| +429.9f| +106.6f 
Tend (refined) iSees Sy aS, net tons 51,481 50,248 46,827 46,409 42.5 498.6 443.1 
MANE ARIAD). 36 bwcciaws nee accuses net tons 69,682 71,745 67,867 66,852 -2.9 +4.2 412.7 
Glass containers............+- 000 gross n.a. 9,643 |r 9,384 9,476 +2.8b -8.4cl +2.8d 
NAOMBEE. Oucisc coes wee a eee een million bd. ft. n.a. 2,936 2,847 2,996 +3.16 -0.3¢ +7.2d 
Machine tools!, .............. 000 dollars p 24,505 27,545 22,285 18,520 -11.0 —6.4 -9.0 
Machinery (FRB)............ 1935-89=100 ||p  282|r ‘280 |. 276 267 +0.7 44.1|/ +4163 
Transportation equip. (FRB). .|| 1985-39=100 || p 238 |r 233 228 |r 215 +2.1 +1.38 -0.7 
Automobiles, factory sales**.. .|/ units n.a. 315,969 | 907,942 | 261,158 +2.6b} +411.4cl +78.9d 
Nondurable goods (FRB) (S)....|} 1935-39 =100 || p lW7W7\r 175 | r 172 169 +1.1 +2.3 +4.7 
Reon 8 cote ahaa ee ne bales 759,498 | 826,216 | 727,448] 710,601 | 878,095 -8.1 -13.5 -3.0 
INGGIER Ae Swile. BEIT. Wh million pounds} —n.a. 62.8 56.8 54.2 70.7 +9.7b|  -11.9¢ ~6.2d 
ayon yarn®) isc Sie se sis she million pounds 62.5 |r 65.3 61.5 62.6 58.0 4.3 +7.8 +9.3 
Food prod., mfd. (FRB) (S)...|) 1935-39=100 || p 158 | r 154 |r 157 156 156 +2.6 +1.8 +4.8 
Chemicals (FRB) (S)......... 1985-39=100 || p 249 | r 248 248 |r 249 248 +0.4 +2.5 +6.5 
Newsprint, North American. ..|| short tons _ 461,448 | 502,874 | 470,167} 480,321 459,932 -8.2 +0.3 +6.9 
ances eee ee, An ee e of capacity} 109.3 109.5 102.0 104.2 105.5 0.2 +3.6 +2.9 
BPAPECNOANG. ferns wesc tes cette ss ) of capacity 99 101 96 99 99 . 2.0 0 +3.4 
Boots and shoes*.............5 thous. of pairs n.a. 46,744 | r 40,826 88,982 47,469a] +14.5b -1.5¢ -13.1d 
Cigarettes (small)*............ millions 27,333 33,237 29,204 29,060 27,696 -17.8 Lait 44.1 
Mining (FRB) (S)..............- 1985-39=100 ||p 156 154 158 150 136 41.3] 414.7 +9.4 
Bituminous coal.............. 000 net tons |p 52,850 |r 57,210 |r 52,420 50,870 37,501 8.5 +39.6 415.4 
PATILNTACIEG eo nore. o's, vcwry:s signa Ge 000 net tons ||p 4,618 |r 5,506 5,141 4,994 4,975 -16.2 -7.3 -6.0 
Crude petroleum!...,......... 000 barrels n.a. 5,320 5,251 5,173 4,785a +1.86| +11.2¢ +6.2d 
Electric power’, .............005-: million kwh 4,903 4,963 4,938 4,907 4,649 -1.2 +5.5 +13.9 
Camstriction®;,..... 000.6. sceeeec 000 dollars 715,108 | 793,286 | 649,996 | 923.216 | 503,745 -9.9] 442.0 +15 
Heavy engineering—Public’........ 000 dollars 62,493 44,871 48,255 47,681 35,274 +39.3 +77.2 +16.6 
Heavy engineering—Private’....... 000 dollars 56,096 70,147 75,446 55,693 33,682 —20.0 +66.5 0.4 
Distribution and Trade 
Carloadings, total. .............. thousand cars 874.7 950.7 906.0 910.5 834.0 -8.0 +4.9 4+8.0 
Carloadings, miscellaneous**....... .|| thousand cars 401.4 482.0 401.7 398.4 392.9 ~7.1 +2,2 47.3 
Retail trade (NICB) (S)........... 1935-39 = 100 n.a. 300.2 301.1 295.5 244.7 -0.36) +22.7%c}] +922.4d 
Department store sales (S).........|| 1985-39=100 | p 300 Q75 291 282 Q71 +9.1 +10.7 +7.5 
Variety store sales (S)............. 1935-39 = 100 n.a. 207.4 208.7 194.2 194.1 0.66 +6.9¢ +4.9d 
Rural retail trade (S)...........005 1929-31 =100 na. 311.8 355.6 374.8 265.6 -12.86] +17.4c| +414.1d 
Grocery chain store sales (S)®*....... 1935-39 = 100 n.a. 339.5 $26.0 322.4 247.0 +4.1b} +87.4c] 4+488.5d 
Magazine advertising linage........ thous. of lines } 4,474 4,763 4,738 4,132 5,218 -6.1 14.2 —6.7 
Commodity Prices | 
All commodities (BLS)*............]) 1926=100 |p 159.5|p 158.5 157.4 153.6 139.7 40.6] 414.2] +296.6 
Raw materials...............04. 1926=100 |p 175.5|p 175.1 170.8 167.0 153.4 40.2] 414.4] 498.4 
Semi-manufactured articles....... 1926 =100 p 156.4]p 154.1|/r 152.0 149.5 129.1 +1.5 +21.1 +36.2 
Manufactured products®..........|| 1926=100 p 162.1} 161.1 151.6 147.6 134.7 +0.7 +12.9 +26.9 
Farm products.............0+0+: 1926 =100 p 187.9|p 189.7 186.4 181.7 169.8 0.9] +410.7| +92.4 
GOL Sy Been ety or Remense 1926 =100 p 178.0|p 177.8 179.3 172.3 165.4 +0.1 +7.6 +31.4 
Sensitive industrial (NICB)®........ 1929=100 173.8 168.5 161.8 160.4 134.5 +8.1] +429.2] +44.3 
Sensitive farm (NICB)§............ 1929=100 221.7 226.3 223.7 215.6 177.3 2.0] 425.0] +81.¢ 
DR sin then. bs wh nS 2 1985-89 = 100 n.d. 184.9 184.9 181.4 167.2 0 +10.6c] +17.9d 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-89 = 100 123.6 125.1 123.1 124.5 120.6 -1.2 42.5 -12.9 
oS ee FR 1935-39 = 100 130.3 131.1 128.4 130.2 123.8 0.6 45.3 -11.6 
PAUTORALSY SCC s. One inet sree 1935-39 = 100 100.1 104.2 103.6 105.2 1138.3 -3.9 -11.7 -27.4 
mRNA. 6 OoeSS . Ed's, Ged 1935-39 =100 97.2 101.0 102.0 101.4 105.5 -3.8 -7.9 kes 
Totalno. shares traded N.Y.Stock Ex.| thousands } 22,489 36,481 20,199 21,534 33,469 38.4 -32.8 -35.3 
Corporate bond yields (Moody’s). . .|| per cent 3.02 2.95 2.85 2.80 2.82 +2.4 +7.1 +3.8 
Financial Indicators 
Bank debits, outside New York City} million dollars 51,002 56,594 49,962 46,717 46,105 -9.9 +10.6 +13.5 
New capital corporate issues........ 000 dollars 470,278 598,149 | 256,357 148,132 589,878 -21.4 —20.3 +31.7 
Refunding issues................-- 000 dollars 84,069 75,923 | r 122,187 | 147,305 86,316 +10.7 -2.6 awk. § 
Comm., industrial and agric. loans®**) million dollars 14,151 13,482 12,758 12,259 11,125 +5.4 +27.2 n.a. 
Total personal income (S)**....... billion dollars n.a. 204.5; r 210.9 194.9 184.0 -3.0b +1l1l.le +12.0d 
Money in circulation, end of month.!' million dollars || p 28,765 |r 28,552 28,567 28,434 28,861 +0.7 0.3 +0.4 
a a eT ae a a 


SAdjusted for season variation ‘Shipments Oper ag cigarette consumption measured by tax-paid withdrawals *Excludes reconstructed government shoes included 

in data prior to 1944 ae d SAy weekly §F, W. Dodge bee ety News- Record—average weekly _ "Grocery and combination chain store sales *T’hrough 
, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On i 

i for All Commodities and Manufactured Products would have been 151.3 and 144.0 ; September,155.0 and 147.7; October, 156.0, and 147.1; November, 15 
aOctober, 1946 bPercentage change, September, 1947, to October, 1947 _cPercentage change, October, 1948, to October, 1947 _ dPercentage change, 10 months, 1946, to 10 months, 
1947 ¢Estimated fCopper, duty free through December, 1946, all sources beginning January, 1947 gLess than .05% n.a.Not available pPreliminary rRevised; variety and grocery chain 
store sales revised owing to revisions in the seasonal adjustment factors Value as traffic indicator subject to variations in length of haul and amount loaded. ‘New series. Auto- 
mobile production data discontinued. Earlier data on factory sales available on request. Commercial, industrial and agricultural loans reported by member banks in leading cities revised 
to increase and improve coverage. Revised data unavailable prior to July, 1946. Total personal income, seasonally adjusted at annual rates, replaces national income payments. Total 
personal income is current income received by persons from all sources, exclusive of transfers. Earlier data available on request. , 
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Selected Business Forecasts 


PTIMISM is the prevailing sentiment expressed in the 

November Fortune survey. Thirty-nine per cent of 
all businessmen queried foresee no appreciable change in 
1948 as compared with the peak levels of 1947. While 37% 
predict a moderate downturn, as many as 20% predict a 
moderate upturn. 

Of those expecting a downturn, the timing is as follows: 
first quarter, 11%; second quarter, 38%; third quarter, 42%; 
fourth quarter, 6%; no estimate, 3%. 

More than a third of those polled foresee first-half profits 
at least as good as those realized in the last half of 1947, 
and nearly a third think they might be better. 


e Robert C. Goodwin, director, United States Employment 
Service, says that employment will again hit the “dream” 
level of 60 million. “From all indications a high level of 
employment will be maintained for some months to come.” 


e Lew Hahn, president, National Retail Dry Goods Asso- 
ciation, believes that 1948 will be a “year of high business 
activity which is not likely to be interrupted by any seri- 
ous price break.” However, retailers may “find the number of 
units sold consistently decreasing as too high prices serve to 
keep more and more consumers out of the market.” 


e Henry Hazlitt, economist, declares that “a repetition of 
the 1932 depression is one of the last things we have to 
fear today. However, repressed inflation, a system under 
which the government follows basic inflationary policies on 
the monetary side and then endeavors to prevent these from 
having their inevitable effects on prices and on distribu- 
tion,” he thinks may be even worse. 


e William P. Witherow, president, Blaw-Knox Company, 
durable equipment manufacturing concern, says that “if the 
durable goods order book can be relied upon as a guide 
of what lies ahead for business in 1948, there seems little 
point to much of the calamity howling and the depression 
forecasts heard today.” 


e Dr. Lewis H. Haney, professor, New York University, 
believes there will be “further business expansion and higher 
prices, with increasing evidence of effective inflation and 
growing maladjustments. It is impossible to say how long 
a time must elapse before readjustments and recession will 
occur. It is possible that these may develop in the latter 
part of 1948.” 


e Isaac Liberman, president, Arnold Constable & Company, 
maintains that “retail business in the first part of 1948 will 
keep pace dollarwise with the first part of 1947, but in 
view of constantly rising prices there will be a decrease 
unitwise.” 


e Ragnar D. Naess, Naess & Cummings, finds it “relatively 
easy to conclude that the first six months of the year and 
probably the year as a whole will set new high records in 
gross national product and in personal consumption expen- 
ditures. The Federal Reserve index will reach a new peace- 


time high for the first six months at least, and for the 
year as a whole this index may be as high, if not higher, 
than it was in 1947.” 


e A. W. Zelomek, economist, International Statistical Bu- 
reau Inc., declares that the “tendency of many observers 
to equivocate and qualify their opinions seems hardly ne- 
cessary, in view of the basic deterioration that has occurred 
during the past twelve months.” He thinks that downward 
readjustments during 1948 “should pave the way for several 
years of high-level activity.” 


e H. B. Arthur, economist, Swift & Company, sees us “in 
a stage of the boom where vulnerability is great and where 
some of the sustaining forces are becoming increasingly pre- 
carious.” 


e Steel demand will continue at peak levels, but some 
relief is expected by the Department of Commerce as a 
result of the additional effective steel ingot capacity of 
1 million tons. Wilfred Sykes, president of Inland Steel 
Company, believes that the industry “will be able to bal- 
ance supply and demand during 1948.” 


e Automobile outlook, according to the Department of 
Commerce, is for 5 million cars and 1 million trucks com- 
pared with 1947 estimated production of 3.5 million and 
1.2 million units. “Prospects for the year 1948 are rela- 
tively good,” states Ward’s Automotive Reports in pre- 
dicting 4,015,000 passenger cars and 1,250,000 trucks. 


e Petroleum demand in 1948 is estimated by the Inter- 
state Oil Compact Commission at 6,195,000 barrels daily. 
compared with the all-time high in 1947 of 5,869,000. “Con- 
tinuation of maximum supply efforts,” it says “together 
with excellent coordination should make it possible to meet 
the increase in demand for 1948 if everything works out 
favorably.” But “difficult supply problems for the next 
few months will continue to cause temporary trouble in 
local areas.” 


e The machine tool industry, says A. G. Bryant, presi- 
dent, National Machine Tool Builders’ Association, “is 
currently operating at a production rate of approximately 
$300 million a year, with expectations that during 1948 
this level will hold firm or increase.” 


e Paper products demand, predicts Roy K. Ferguson, presi- 
dent, St. Regis Paper Company, “should be so great that 
1948 sales should exceed those of last year by 15%.” 


e The chemical industry, according to Leonard T. Beale, 
president, The Pennsylvania Salt Manufacturing Company, 
“as a whole made appreciable gains in 1947 and should be 
in a position next year to produce even more heavily. 
Barring a serious change in the nation’s economy, demand 
for chemical products should continue strong throughout 
1948.” 


e Railway equipment manufacture, declares Robert R. 
McColl, president, American Locomotive Company, “if 
permitted to operate in a favorable economic climate, will 
send forth this year a record-breaking amount of equip- 
ment to satisfy the demands of both railroads and their 
freight customers and passenger patrons.” 


Rose Nawicu 
Division of Business Economics 
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Earnings and Hours in Manufacturing 


OURLY and weekly earnings of production 

workers in the twenty-five manufacturing in- 
dustries included in Taz ConrereNce Boarp’s month- 
ly survey were both at new peak levels in October. 
Real weekly earnings also rose over the month but 
real hourly earnings declined. Working hours were 
increased, and employment, man hours and payrolls 
were larger in October than in September. 

October was the twentieth consecutive month in 
which hourly earnings reached a new peak. But real 
hourly earnings, the measure of actual earnings ad- 
justed for changes in the consumers’ price index in 
terms of 1923 dollars, have not followed the rise in 
the actual earnings and in October were 3.6% below 
their peak of June, 1946. Weekly earnings followed 
the same pattern as hourly earnings—the actual aver- 
age was at a new high in October, but real earnings 
were below the peak they reached earlier, in this 
case, in March, 1945. 


MAN HOURS AND EMPLOYMENT 


The work week was lengthened 0.3 hour, or 0.7%, 
between September and October, and 0.4 hour, or 
1.0%, between October, 1946, and this October. Total 
man hours were also increased over the month and 
over the year, but in October of this year they were 
25.7% below the peak level of October and Novem- 
ber, 1943. 

Employment was 0.2% greater in October than in 
September, and has been increased 3.8% since Octo- 
ber of last year. While employment has recovered 


considerably from the slump caused by the ending of 
the war (23.2% larger in October than in September, 
1945), it has not again reached the peak for the series 
which came in October-November, 1943. The 1.4% 
increase in payrolls between September and October 
brought this index to 272.0 (1923=100), only 1.3% 
below its high point of November, 1943. This latest 
index was more than twice that of the boom year 
1929 and three times that of August, 1939, just before 
the outbreak of the war. 
EvizaBetH P, ALLISON 


Statistical Division 


Wage-rate Increases and Workers Affected 
Source: Taz ConrmrENncE Boarp 


_ 25 Manufacturing Industries 


Date Production 


Workers Weunrate 
flec 

NOLO (OGtoberss oie. eter tree sistsrc.c visce,« 1.9% 8.0% 
Novembetsni is. ods 2 se ie'w slats ae ae 2.7 7.3 
December: ...45 on te se004 « cnstes os 1.8 7.9 
1047 ‘January! ... SNR oS oe Ses 4.1 8.6 
Rebruarys: . idiswas.wesigamis inet 3.4 10.6 
Maroh i234 . Seressraltie > om eis «= a9 56 1.5 7.0 
ASIEN See ecees Siret ha abet ny cusgere: sieamer 6.8 7.2 
1 OA Os SBC Anne ODOM Hae 18.5 9.1 
DUNG pee eee HO Nalsae crevete one 5 ered 8.6 8.7 
Waly en iets thee cee cede 4.8 7.4 
AU PUSE OT. Bele «eon arth haste 3.9 6.9 
Sentembersss.sc2075. [ogee Bae 2.9 5.9 
October: ccs ds. oe. adcmnalioen’: 1.9 4.9 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 
TWENTY-FIVE MANUFACTURING INDUSTRIES 


Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Avera, Average 

‘Ave A oF airs Rominal 

Date Hourly | ‘Weekly | Wee ber | Weel ber 
Earnings | Earnings | Production| Production 


Worker 

1946 October.............| $1.231 | $49.79 m 41.0 

November.......... 1.243 | 50.14 ; 41.0 

December...........}| 1.247 | 50.23 ’ 41.0 

1947 January............ 1.268 | 51.62 41.0 

ebruary........... 1.279 | 52.10 41.0 

ERPOR © « fact ts cre ie pc 1,285 52.10 41.0 

Vil Eg SA ae 1.304 52.79 41.0 

MEY cette Rc sietwre Asta 1.829 53.65 41.0 

CN ye, Aiea a 1.347 54.25 41.0 

ist ES ck. 4 Secs sts 1.354 | 53.61 40.9 

marist. Ady ahicc 1.867 | 54.29 40.8 
September.......... 1.383 55.96r 40 8r 

ORO 5 o> ardun oR 1.886 56.59 40.8 40.9 


Hourly Earnings 


Index Numbers, 1923 =100 


. Actual 
Weekly Earnings | Hours per Total 
Week per Employ- Man Payrolla 
Production] ™ent Hours 
Worker 
82.1 123.2 101.1 230.5 
82.1 125.8 103.3 237.0 
82.1 126.1 103.5 238.1 
82.9 127.1 105.4 246.6 
82.9 128.8 106.8 252.2 
82.5 128.8 106.3 252.2 
82.3 128.6 105.8 255.1 
82.1 127.9 105.0 257.8 
81.9 127.4 104.3 259.8 
80.7 125.5 101.3 252.9 
80.7 126.2 101.8 257.4 
82.3r| 127.6r} 105.0r| 268.3r 


82.9 | 127.9] 106.0! 272.0 
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Excerpts from Replies to Survey of 
Business Practices 


(See article on page 12) 


PRIMARY PRODUCTS 
Mining and Quarrying: No Shifts in Media 
MEDIA CHANGES 


“There will be no important shifts in the allocation of 
expenditures. We do very little newspaper advertising or 
national magazine advertising; ours is in trade papers and 
other miscellaneous publications. No radio advertising.” 


“We do not plan to make any important shifts in this 
allocation of expenditures because of a major shift made 
in 1947, z.e., to have our trademark and name on a national 
basis in the classified telephone directory of the Bell System. 
We pay for this national trademark advertising and our 
dealer lists his name beneath that. We do not participate 
in any but the cost of the trademark heading. The dealer 
pays his own listing. Since our ad states ‘Look for the nearest 
Authorized Dealer in the Telephone Directory,’ it directs 
the attention of the local reader of our magazines to the 
local dealer.” 


“No changes are contemplated in the allocation of ex- 
penditures by media. We are not using radio or news- 
papers.” 


MEASURING EFFECTIVENESS 


“Since 1944 we have made no effort to measure the con- 
crete results of our advertising. Prior to that our advertis- 
ing carried a sales message and a coupon. We sent our 
booklet to the inquirer. The inquiry would then be turned 
over to an authorized dealer. We followed these leads in 
periods of 90 days until we received a reply from the 
dealer classifying the prospect as ‘sold,’ ‘good prospect,’ 
‘poor prospect’ or ‘bought elsewhere.’ If the dealer had 
sold the prospect he then gave us the wholesale dollar 
value. Thus, we had a fairly concrete idea of the effective- 
ness of our advertising. Needless to say it was quite a task 
to obtain dealers’ cooperation in giving us this informa- 
tion and required a lot of follow-up letters from the home 
office, as well as a thorough follow-up by our district sales 
manager in the locality.” 

“Effectiveness of company general or institutional ad- 
vertising is measured by an outside organization in national 
polls to determine: (1) the trend of the public’s attitude 
toward the company; (2) identification of company slogan; 
and (3) knowledge of use of company products. In de- 
termining our institutional campaign for 1948 we con- 
ducted extensive pretesting to select the theme and type 
of layout. In the past, selected individual ads were also 
pretested to determine attention and comprehension values. 
We expect to continue this program of pretesting in pre- 
paring individual advertisements for 1948. An offer of a 
booklet is made in the text of advertisements with reply 
address keyed on publication. We obtain Starch reports in 
certain publications in which our advertisements appeared, 
analysis of readership of studies conducted by the Adver- 
tising Research Foundation in their ‘Continuing Studies,’ 
readership studies of company publications.” 


ADJUSTING FOR HIGHER COSTS 


“We are still spending 5% of our sales for national 
advertising. We used the simple expedient of cutting down 


the number of insertions where the cost became exorbitant 
in some media and where past experience proved that they 
were good media in which to advertise our product.” 


“Increased costs have necessitated some curtailment in 
media and in some cases in the number of insertions. Cer- 
tain types of advertisements are repeated more frequently 
than in previous years. We expect also to cut down on four- 
color ads and in their place to use two-color ads.” 


Petroleum and Products: Pretest Copy and Media 
MEDIA CHANGES 


“The major shift in the allocation of expenditures is an 
increase in our national magazine campaign and a decrease 
in our daily newspaper efforts. Radio, trade papers and 
outdoor remain approximately the same, allowing, however, 
for slight increases in media costs.” 

“We contemplate no important shifts in the allocations 
of our advertising expenditures among the various media 
in 1948.” 

“During 1948 we plan to concentrate the principal ex- 
penditure on outdoor and newspaper advertising (includ- 
ing American Weekly and Sunday supplements), and elim- 
inate the use of short-term radio programs. Trade papers 
and consumer magazines will be used about as usual.” 


ADJUSTING FOR HIGHER COSTS 


“No major changes directly affected by the higher costs 
of advertising are proposed in next year’s expenditures. 


“Naturally, the increased media costs have necessitated 
some slight adjustments in our campaign, but since our 1948 
expenditures are based on 1% of our 1947 sales, just as our 
1947 expenditures were based on 1% of our 1946 sales, the 
increased sales volume offsets the increased advertising costs 
and enables us to continue pretty much the same campaign.” 


“The higher cost of advertising space and production 
have indicated the necessity for employing mass media 
with high penetration and the elimination of some class 
publications. Also, a careful study has been made to 
eliminate duplication by weak media, thus making it 
possible for us to secure greater space and greater fre- 
quency with our advertising dollar. We have instituted a 
continuous study of penetration into all markets by daily 
and weekly newspapers and Sunday supplements and are 
constantly eliminating secondary and weak publications in 
favor of dominant publications.” 


MEASURING EFFECTIVENESS 


“All of our major media are tested. On our radio pro- 
gram, besides receiving regular ratings, we make expendi- 
tures for research reports on the value of the program 
from month to month throughout the year. We also make 
tests on all commercials. For outdoor, we have a pretest 
in the selection of posters and a post-test on remembrance 
and effectiveness. In newspapers we have copy-testing 
and follow this after the ad is run with tests on remembrance 
and effectiveness. There are also many other tests we con- 
duct throughout the year, some with special groups such as 
our credit card holders or our fuel oil and oil burner owners 
and customers.” 
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“We have endeavored to measure the success of our 
advertising campaigns by three primary methods: first, by 
running special advertisements on individual items whose 
sales increase we can easily measure; second, by conducting 
a market research survey throughout our marketing ter- 
ritory twice a year; and third, by constantly checking our 
retail outlets. We feel that all phases of our campaign 
have been quite successful and are in general continuing 
the same techniques.” 


“We have used the Daniel Starch readership studies to 
evaluate our advertising in comparison with other adver- 
tising and Facts Consolidated have surveyed specific ads 
to determine penetration and readership. Our own market 
research organization has surveyed follow-through and 
utilization of our advertising and promotion programs by 
dealers. All of these studies led us to the conclusion that 
strong appeal to consumers on the basis of benefits from 
our services has higher readership and is more readily 
accepted than pure product quality advertising.” 


Air-conditioning Equipment: Repeating Ads 
MEDIA CHANGES 


“No major shifts in the type of media are contemplated.” 
. . . “We are placing more emphasis on mass magazine cir- 
culation by taking more space in the Post and adding Time 
to our list.” 


MEASURING EFFECTIVENESS 


“The principal indication of effectiveness has been through 
inquiries. In the case of household products we tabulate 
only the quantity of inquiries resulting from each advertise- 
ment—coupons with key letters or numerals make it pos- 
sible to identify the particular periodical and issue which 
was the source of the inquiry. Commercial and industrial 
inquiries are evaluated as to quality as well as quantity. 
In addition to inquiries, we also consider standard reader- 
ship results, such as Starch information, and other services 
that are available for this purpose.” 

“Generally speaking, the effectiveness of advertising is 
measured on a cost per inquiry basis. Various types of media 
are used, and, while we realize that inquiries are only a by- 
product of national advertising, we use the cost-per-inquiry 
method. This is simple mathematics—so many inquiries 
divided into space or direct-mail costs.” 


ADJUSTING FOR HIGHER COSTS 


“Because of increased costs of advertising in general, it 
has been necessary for us to trim our schedule to some 
extent by repeating more advertisments than we have in 
the past and by cutting our space requirements from one 
page to one-half page in several instances. In general, it 
has not been necessary for us to make any drastic change 
because of increased advertising costs.” 


Steel Producers: Trade Show Exhibits Canceled 
ADJUSTING FOR HIGHER COSTS 


“As to changes in our program made as a result of 
higher costs of advertising, we have taken the following 
steps: reduced the frequency in our publication advertising; 
concentrated our advertising in the leading publications, 
eliminating vertical and business papers; repeated adver- 
tisements in trade papers to save the cost of preparation; 
trimmed mailing lists to eliminate dead wood and low po- 
tential accounts; eliminated all industrial exhibits; exam- 
ined closely all costs pertaining to advertising preparation.” 

“Referring to the last paragraph of your letter, we find 
that the cost of preparation, art work, etc. has increased 


enormously and because of this we are utilizing, as far as 
possible, the same basic art work in various media, fitting 
our copy into the particular media to match the industry 
covered. We have also trimmed some of our media in 
order to stay within our budget in view of the increased 
space cost.” 

“Due to increased mechanical costs in producing new 
ads, we plan to repeat in 1948 some of the better trade ads 
used in 1947.” 


MEASURING EFFECTIVENESS 


“We take every opportunity to check results from our 
advertising, including: record of returns from trade paper 
advertising by use of code addresses; record of returns 
from direct mail by code reference numbers; record of 
sales activities on certain products when the nature of 
the material permits.” 

“We attempt to measure effectiveness of our advertising 
efforts by: sales curve; new accounts obtained; coupon 
pull from individual ads; inquiries received from direct mail; 
over-all inquiries received by phone or mail, and not trace- 
able directly to an ad or direct-mail piece.” 


MEDIA CHANGES 


“The changes in media in the current year from the 
previous twelve months include: reduced trade paper sched- 
ules; trade show exhibits canceled; increased use of direct 
mail with a larger percentage of printed impression pieces. 
During the year of 1946-1947 practically all direct mail 
was in the form of sales letters.” 

“We do not advertise in newspapers. No major changes 
were made in trade papers.” 


Miscellaneous: Dropping Contribution Advertising 
MEDIA CHANGES 


“We do not contemplate any important shifts in the 
allocation of expenditures among trade magazines and 
other media. At the present time we do not use any news- 
paper, national magazine, or radio advertising. For the 
most part, our advertising is confined to trade magazines 
circulated to users of abrasive products. No major changes 
as a result of higher costs of advertising are contemplated.” 

“We do not anticipate any important shifts in the allo- 
cation of expenditures among newspapers, trade papers, 
national magazines, etc. Radio has not been used by this 
corporation for advertising its products in this country. 
Last year we made one or two additions to our magazine 
group, and we believe that we will continue these additions 
through the coming year. Material for reminder advertis- 
ing, such as calendars, pencils, pads, have been difficult to 
obtain and very costly. It has therefore been our endeavor 
to reduce this type of advertising which previously was 
dispensed rather lavishly. We believe we have attained a 
high degree of success with less material available.” 

“We cut down the size of advertising in the more expen- 
sive magazines.” 

“We plan no important shifts in the allocation of expen- 
diture among media. We are making a minor departure 
from the policy of previous years in that we are omitting 
from the budget all advertising of a contribution nature. 
That is, we are no longer advertising in publications such 
as those put out by the service schools of the country or 
by alumni of those schools.” 


MEASURING EFFECTIVENESS 


“We maintain a constant check on the effectiveness of 
our advertising program through surveys made by our 
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advertising agency, also by independent organizations. 
Checks are also made on the sales performance that is 
backed by promotion and advertising to ascertain the in- 
crease in dollar volume and profit and to discover what 
part advertising and promotion played in such results.” 

“We have from time to time endeavored to develop a 
measure of advertising effectiveness. We have used coupons 
which demonstrated a rather lively reader interest, but our 
principal method of determining the effectiveness of our 
program is through contacts made by members of the or- 
ganization, including our field forces. These contacts en- 
abled us to develop the degree of familiarity evidenced by 
consumers.” 


“We have made no attempts to measure concretely the 
effectiveness of our advertising efforts, except through the 
number or volume of inquiries we receive for the purchase 
of our products.” 


ADJUSTING FOR HIGHER COSTS 


“In general we have not altered our advertising program 
to reflect the higher costs of advertising. We have removed 
all contribution advertising from our budget and have 
decided to repeat advertisements in one of the three trade 
magazines in which we advertise. Only six different adver- 
tisements will be prepared for this magazine which is a 
monthly. This procedure will reduce production costs per 
advertisement and will, we believe, result in greater reader- 
ship of each ad. Our emphasis in the other two trade maga- 
zines in which we regularly advertise will be institutional 
rather than product.” 


Electrical Machinery: 
Effectiveness 


Keyed Responses Measure 


MEDIA CHANGES 


“We are making no change in our allocation for different 
types of advertising. We do not use radio at all and only 
one newspaper for one seasonal item.” . . . “There will be 
no important shifts in allocation of expenditures.” 

“There will be a proportional increase in the expense of 
our general catalog, which is not issued every year. No shift 
is expected in space advertising.” .. .. “With about a 
50% increase in dollar appropriation, we will include addi- 
tional trade publications.” 


ADJUSTING FOR HIGHER COSTS 


“We have been increasing our budget each year to cover 
any increased expense involved in advertising program 
fees, etc.” 

“While advertising costs have risen in the last few years, 
the increase in our total sales has allowed us to keep the 
same percentage and to even expand the media used. If a 
decided drop in sales should occur, and an attempt were 
made to keep the percentage, it would mean an appreciable 
drop in the number of trade papers, national magazines, 
etc., used.” 


MEASURING EFFECTIVENESS 


“To obtain a measure of the success of our advertising 
efforts, we keep score sheets of responses to our advertising. 
All advertising is keyed so that any responses may be read- 
ily tabulated and credited to the proper media.” 

“We key our advertisements in order to measure their 
effectiveness in different publications or differerit ads in the 
same publication. To check the interest in our technical 
publication we send out a card about once each year to be 
returned if the recipient wishes to continue receiving the 
publication. We get about 80% of the cards back. For 


special mailings of advertising matter, we use return postal 
cards to measure effectiveness. Since our product is highly 
technical and specialized, our advertising tends to be some- 
what more informative than is the case with consumer prod- 
ucts and much of the industrial advertising we see. Our 
practice is to give specific information, including the price, in 
the hope that only really interested customers will inquire. 
In other words, the effectiveness of an advertisement is 
measured more in terms of the quality than the quantity 
of the response.” 


Electrical Supplies: More Emphasis on Newspapers 
MEDIA CHANGES 


“We do not contemplate making any significant shifts 
in the allocation of expenditures among newspapers, trade 
papers and national magazines. Slightly more emphasis 
will be given newspapers for promoting our consumer items 
if present plans materialize.” 

“We anticipate no important shifts in the allocation of 
expenditures. We confine our advertising entirely to trade 
papers.” 


MEASURING EFFECTIVENESS 


“The only attempt made to measure the effectiveness of 
our advertising is to key each advertisement and record 
inquiries. Results are viewed only as a comparative index 
of the worth of media rather than an absolute measure of 
the effectiveness of particular advertisements.” 


“In measuring the effectiveness of our advertising meth- 
ods, we do not go beyond keeping track, to the best of our 
ability, of inquiries received.” 

“Our only check of advertising is through inquiries re- 
ceived referring to a definite ad and an annual survey made 
by the agency to a selected mailing list. This survey is 
conducted by presenting four or five ads which appeared 
in various technical or trade papers and asking the reader 
which ad he saw, which one he liked and from which com- 
pany would he purchase based on the particular ad.” 


ADJUSTING FOR HIGHER COSTS 


“We do not intend to curtail the use of space to com- 
pensate for increased costs. We have found, over the past 
year, that the cost of engravings has increased beyond a 
reasonable limit, and wherever practicable we are resorting 
to the photo-offset rather than the letterpress method of 
printing. Although this represents only a minor economy, 
it is felt that economies of this nature should be made 
rather than to reduce expenditures by sacrificing advertising 
coverage.” 

“So far, our only change as a result of higher advertising 
costs has been to reuse plates in repeat ads as many times 
as possible to reduce high mechanical charges.” 

“The only change contemplated is to repeat ads two or 
three times. These ads are chosen as a result of investiga- 
tions, made by the National Association of Industrial Ad- 
vertisers, which indicate increased effectiveness. This repeat 
advertising reduces production costs which, unfortunately, 
xe have included as a part of media in the percentage given 
above. 


Industrial Machinery—General: Agency Checks Effec- 
tiveness 
MEDIA CHANGES 


“A considerable increase is being made in our expenditures 
for trade paper and magazine advertising.” . . . “No im- 
portant shifts in the allocation of expenditures among 
media are contemplated.” 
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“With regard to any important shifts in the allocation of 
expenditures, we contemplate a greater use of direct mail 
and higher expenditures for trade paper advertising and 
for motion pictures and slide films.” 


MEASURING EFFECTIVENESS 


“We have never found any good way of measuring the 
effectiveness of our advertising efforts.” . . . “All of our 
advertising, not only in trade papers but direct-mail, is 
keyed so that inquiries can be more or less identified. We 
also check our correspondence files when we receive an 
order from a customer. If the check shows that the order 
is the result of an original inquiry as a result of advertising, 
then the magazine is given credit for the order. At the 
end of the year, we not only know how many inquiries to 
credit a certain trade paper or a piece of direct-mail adver- 
tising but also how many dollars’ worth of business resulted 
from that advertising, Our records do not give us a com- 
plete picture of advertising and its results, but indicate 
to us which advertising methods provide the most inquiries 
and, what is more important, which advertising methods 
produce the most orders in dollars.” 

“We keep a close check on direct responses through the 
general inquiries and coupon returns. On a few occasions 
we have carried out localized surveys.” 

“Our advertising agents employed the Daniel Starch Com- 
pany to test the effectiveness of our advertising. We keep 
a running record of inquiries received from our advertising 
media, which in a measure also shows its effectiveness.” 

“Our publicity is limited almost entirely to national and 
regional trade paper advertising and direct mail. We check 
on the effectiveness of our advertising by analyzing trade 
paper circulation, inquiries received from advertisements, 
responses to direct mail, reaction from distributors and 
customers and interest evidenced by the trade in two com- 
pany magazines.” 


ADJUSTING FOR HIGHER COSTS 


“We are attempting to effect savings principally in pro- 
ductions costs by standardizing on cut sizes and space 
dimensions as well as using repeat ads up to four times a 
year.” 

“Tn general, our advertising program has been rearranged 
only in a minor degree to offset the higher cost of adver- 
tising. We have designed our advertisements on a broader 
basis in order to repeat them more frequently and, there- 
fore, cut down on our mechanical preparation costs. We 
are also planning to simplify our art work and layouts in 
both our advertisements and our literature and catalogs.” 


Machine Tools: Color Ads Dropped 
MEASURING EFFECTIVENESS 


“We key and tabulate the responses received in an at- 
tempt to measure the effectiveness of our trade journal 
advertisements. The tests show the results have been un- 
satisfactory.” 

“We have tried to check the effectiveness of our adver- 
tising as closely as we can by the inquiries and sales result- 
ing from it, but it is a long way from being satisfactory. 
We have also keyed our advertising by different street 
numbers and names. Results have not been really satisfac- 
tory.” 

“We usually make about four surveys during the year. 
Ours is a vertical coverage and an effort is made to deter- 
mine the petroleum publications most widely read by the 
drilling fraternity, exclusive of those surveys made by the 


publications themselves. Surveys are on various products 
and the type of advertisements most desired.” 


“In our advertisements we use key addresses, which 
tell us the trade paper which interested the reader in our 
products. Our statistics then tell us which advertisements 
and which trade papers are doing the most effective job 
for us.” . . . “We have made no attempts to measure the 
effectiveness of our advertising efforts. We do, however, 
watch the results of surveys made by other companies and 
by the various publications in which we advertise.” 


“Tt is extremely difficult to measure concretely the effect- 
iveness of advertising. There has been some tangible evi- 
dence through (a) spontaneous comments, (b) certain 
types of inquiry, (c) participation in advertising contests. 
We get from one to one thousand letters—about 99% 
favorable—as a result of each advertisement. During 1947, 
our publication advertising which announced a new ma- 
chine included keyed coupons. The number of return cou- 
pons has been encouraging and actual sales have been 
traced in some cases to the original inquiry.” 


MEDIA CHANGES 


“We do not expect to make any important shifts in the 
allocation of our expenditures, and will probably still use 
trade papers almost exclusively.” . . . “We do not expect 
to make any shifts in our trade papers. In the machine 
tool line there are only about a half dozen good advertis- 
ing mediums.” 

“We plan no shifts in the allocation of expenditures for 
advertising. We simply plan to scale most items down 
slightly.” . . . “There will be no important shifts in the 
allocation of expenditures among media in 1948.” 


ADJUSTING FOR HIGHER COSTS 


“Tn order to offset increasing costs, we have analyzed our 
advertising program thoroughly to make sure that each 
trade paper is paying out.” . . . “The increased cost of 
advertising has not materially affected our program.” 

“Any more rises will force us to cut down our ads!” . . 
“The only noteworthy change is our using two-thirds page 
ads instead of full-page spreads in our trade journal adver- 
tising. This was done with the idea of getting more inser- 
tions with approximately the same budget and to place our 
advertisements next to some editorial comment to gain 
reader attention.” 

“Last year we reduced the size of the space used in vari- 
ous publications to offset the higher rates charged by these 
publications and also repeated more ads than usual to save 
on production costs such as art work and engravings. In 
talking with other advertising people I find that there will 
be no radical change in appropriations in 1948. I have 
talked to some people who are going to decrease their 
advertising expenditures in 1948 and others who will increase 
their appropriations, so that one offsets the other.” 

“Our advertising is not designed to produce direct in- 
quiries and is not keyed. We must, therefore, rely on our 
own judgment, supplemented by the comments which come 
to us from time to time from our own sales force, our deal- 
ers, and our customers, to guide us as to the scope of our 
advertising, the most effective media, and the type of copy 
to use.” 


Office Equipment: Advertisements Pretested 


MEDIA CHANGES 


“We expect to begin advertising in 1948 in some national 
magazines as well as in trade magazines. This will probably 
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introduce some contemplated new products.” . . . “We 
plan no shifts in the allocation of expenditures among the 
various media.” 


“We do not anticipate any important changes in the 
allocation of expenditures among advertising media in 
1948.” . . . “We expect to increase our use of trade papers 
in the factory management field and add several publica- 
tions in the department store, insurance and railroad fields.” 


MEASURING EFFECTIVENESS 


“Tt is a common practice for us to pretest the appeal of 
many of our advertisements. A number of suggested adver- 
tisements in headline.and layout form are submitted to 
sample juries of 200 or more prime purchasers of our 
product. The person contacted is asked to select which 
advertisement he likes most, which next and so on. Thus, 
we develop those ideas which appear in the opinion test. 
Our advertising agency handles all the details for us.” . . . 
“We measure the effectiveness of our advertising by the 
comparison of the number of inquiries received. We also 
check the Starch reports and the Townsend rating.” 


“The only method which we have attempted to use in 
measuring the effects of our advertising are the inquiries 
received [in city] but this could hardly be called a concrete 
method. Most of our advertising is of a nature that 
directs interest and inquiries to our branches and dealers 
all over the country and thus makes it difficult to measure 
concrete results.” 

“For many years we have used carefully keyed and coded 
street addresses to measure advertising effectiveness by 
reader inquiries, and we have also used Starch readership 
ratings.” 


Industrial Machinery—Specialized: Greater Flexibility 
Sought 


MEASURING EFFECTIVENESS 


“We plan next year to key our advertisements in order 
to gauge the relative effectiveness of the different media.” 
. . . “We have been unable to find any measure which 
discloses the value of our advertising.” 

“In an effort to measure the effectiveness of our adver- 
tising efforts: 

“1. We have tested our copy on the distributors of 
our products and on the ultimate users of our products. 


“Q. We have used our own market research personnel 
to determine who reads our ads and in what publications 
they read them, 

“3. We have purchased reports from an advertising 
research bureau to determine their findings regarding the 
effectiveness of our ads. 

“4. We have occasionally included coupons in our ads 
offering additional literature and bulletins to those send- 
ing in the coupons.” 

“We sell to a limited field and our advertising is little 
more than keeping our name prominent in the trade 
papers. We doubt if any of our advertising has ever pro- 
duced any directly traceable sales.” 


MEDIA CHANGES 


“There are no important shifts contemplated.” . . . “We 
contemplate no important shifts in the allocation of expen- 
diture.” . . . “We do not expect to make any shifts in our 
advertising.” 

“Due to the changing product picture, we have attempted 
to achieve more flexibility in our advertising and are 


presently allocating a greater portion of the money spent 
on advertising to trade magazines and publications. To pro- 
vide this, the amount of direct-mail advertising has been 
reduced.” 


ADJUSTING FOR HIGHER COSTS 


“As yet we have made no major changes in our adver- 
tising programs because of higher costs. We maintain a 
study of the duplication of circulation of leading trade pub- 
lications so that we know which ones to drop with the least 
reduction in circulation if a reduction in our advertising 
budget were necessary or if further increases in cost of 
advertising should force some curtailment.” 


Instruments and Controls: 
Dropped 


Marginal Publications 


MEDIA CHANGES 


“During the coming months we expect to apportion a 
somewhat larger percentage of expenditures for direct mail 
and a somewhat smaller percentage for trade papers. We 
do not use newspapers, national magazines or radio for 
advertising our products.” 


“There will be no shift at all in the media used.” .. . 
“We do not contemplate any important shift in the alloca- 
tion of expenditures.” 


MEASURING EFFECTIVENESS 


“We have found it very difficult to measure concretely 
the effectiveness of our advertising efforts, but we do make 
an effort to check and evaluate replies to journal ads, direct 
mail, publicity, etc.” . . . “We have checked the effective- . 
ness of different advertising campaigns by two methods: 
inquiry response and Starch readership survey.” 


ADJUSTING FOR HIGHER COSTS 


“To keep within our budgeted expenditures for journal 
advertising we have been compelled to make judicious cuts 
in marginal publications and in frequency of insertions in 
certain other publications.” 


“We have not had to curtail our advertising schedules 
since our potentials and sales quotas have increased at 
least in proportion to advertising costs. However, we are 
much concerned at the continuing increases in advertising 
costs, particularly those which constitute an increase in the 
cost per thousand circulation.” 


Miscellaneous Metal Manufactures: Keyed Advertise- 
ments Gauge Results 


MEASURING EFFECTIVENESS 


“Space advertising in industrial magazines is keyed by 
address. Promotional mailings, directed into various indus- 
trial fields, carry a file number. These file numbers, a dif- 
ferent one for each mailing, appear on each piece of the 
mailing. By the use of address keying in magazines and 
file numbers in promotional mailings, we are able to give 
proper inquiry credit to each effort. These results are tabu- 
lated monthly.” 


“We are not able to measure our over-all advertising 
effort because the salesmen cover the same territory and 
work closely with all customers. However, we do check 
direct-mail campaigns, letter mailings, etc., determining the 
aiteny of inquiries, but do not follow through for total 

es. 


“It is very difficult for us to measure concretely the ef- 
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fectiveness of our advertising except that we feel it is very 
helpful and undoubtedly has created a very good demand 
for our products as evidenced by our sales. We have many 
inquiries coming to us from consumers; these inquiries are 
sorted by sales territories and then are followed through 
by our district sales offices. We find that there is almost 
an exact ratio of inquiries to sales in any given territory.” 
“As our advertising program is aimed at building up gen- 
eral acceptance for our products, and only incidentally at 
obtaining specific inquiries, we do not use the percentage 
of inquiries as a yardstick for measuring the effectiveness of 
our advertising. We will attempt to produce advertising 
which contributes maximum results per dollar spent.” 


“With reference to attempts to measure the effectiveness 
of our advertising, we do this through the Starch and Cros- 
ley surveys of magazine readership, our opinion research 
surveys, and pretesting through consumer panels.” . . . 
“We make every possible effort to measure the effectiveness 
of our advertising efforts. This is done by keying advertise- 
ments and by surveys made in our different sales districts.” 


“There are no fashions, styles, or modifications of any 
particular consequence in our products from one year to 
the next. It is sold to consumers who have machinery and 
equipment on which it is used and purchased only when it 
is required for use. Our advertising therefore must be con- 
fined to keeping our name before possible users. It must be 
confined to media that go before the greatest number of 
users of our products and not necessarily large companies 
or manufacturers who may not use any of our products 
whatsoever. There seems to be no yardstick to measure the 
effectiveness of such advertising.” 


ADJUSTING FOR HIGHER COSTS 


“As our advertising budget is quite conservative, we are 
absorbing the increased costs; however we are cutting down 
some on color and are repeating advertisements a little more 
in order to reduce our production costs.” . . . “The only 
changes we have made in our advertising program as a 
result of higher costs are to cut down size of space in some 
publications to one-half page and not to use bleed on full 
pages. This gives us an approximate saving of about 15%.” 

“The changes in our advertising program that have been 
made as the result of higher costs of advertising are re- 
flected in the increased appropriation for 1948 and in the 
fact that cuts, etc., are used more times.” 


“We have not made any great changes in our advertising 
program as the result of higher costs of advertising. Our 
main change has been in the number of insertions. We have 
also carefully checked the cost of media against circulation 
among consumers of our products.” 


MEDIA CHANGES 


“We plan no important shifts in media.” . . . “The only 
important shift in the allocation of our expenditures will 
be the addition of billboard advertising which we are try- 
ing out for the first time.” . . . “The only change that we 
are making is that we are dropping some of the national 
farm papers and using regional and state farm papers 
instead. We will continue to place the bulk of our adver- 
tising dollars in top women’s books and the leading home 
magazines. We have, however, added this year one weekly 
for prestige purposes only and are going to try to keep 
as close check as possible of the results that we should 
obtain from this book and to definitely establish whether it 
pulls.” 


“We do not contemplate any important shift in the allo- 
cation of expenditures.” . . . “We anticipate no important 


shifts in the allocations of expenditures.” . . . “We are not 


contemplating any major shifts.” 


Railroad Equipment: National Magazines Out 


MEDIA CHANGES 


“No important shifts in the allocations of advertising 
expenditures among the various media are contemplated.” 
. . . “There will be no major shifts in the allocation of the 
expenditures.” . . . “We are dropping national magazines 
from our advertising schedule and adding a modest financial 
advertising program.” 


MEASURING EFFECTIVENESS 


“No attempt has been made to measure the effectiveness 
of our advertising efforts.” . . . “Other than institutional, 
our ads are keyed so that we gain a fair idea of their 
effectiveness.” 


ADJUSTING FOR HIGHER COSTS 


“Because of the increased cost of space and production, 
we contracted for less space in 1947 but our expenditure 
for advertising was higher in spite of this.” . . . “To 
combat high costs of advertising, we have developed a 
program of repeating ads in trade magazines, reducing the 
amount of color in the advertisements and dropping mar- 
ginal papers from our list.” 


Chemicals: New Radio Program Planned 


MEDIA CHANGES 


“We do not contemplate any important shifts in the allo- 
cation of expenditures for advertising. We expect to do 
slightly less in trade papers, particularly executive business 
publications, and slightly more direct-mail advertising.” 


“We have made no important changes in the allocation 
of our advertising expenditures. Radio, magazines and 
Sunday newspaper supplements absorb most of our expen- 
ditures. Approximately 50% goes into radio and the bal- 
ance into other media.” 

“We intend to make no important shifts in the allocation 
of expenditures.” 

“In one of our divisions which manufactures and markets 
a consumer product, we are appreciably expanding our space 
in newspapers, national magazines, and are also contemplat- 
ing a radio program.” 


MEASURING EFFECTIVENESS 


“Our attempts to measure effectiveness of advertising 
efforts are normally confined to comparing inquiries received 
on a particular advertisement with the inquiries received 
on similar advertisements in the past. We feel that the real 
effectiveness of advertising can only be measured over a 
long period and reflects itself in sales totals. Even then, it 
is only one factor along with quality of products, sales 
effort, ete. We do attempt, however, to measure our com- 
pany’s relative standing in the market by surveying meth- 
ods which are spaced normally over a four-year period. We 
conducted such a survey between 1937 and 1942 and are 
contemplating a similar survey in 1948 to determine com- 
parative recognition in the trade for our products.” 

“We make checks of various kinds to determine the effect- 
iveness of our advertising. Dr. Starch’s organization gives 
us a picture of the attention and reading our publication 
advertising gets. Hooper ratings show us the size of the 
audiences our radio programs command. The Consumer 
Panel of Industrial Survey provides us with useful informa- 
tion. And, finally, we have a check of some value in the 
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constant stream of letters from users of our products, as 
well as from distributors, dealers and our own salesmen. 
Valuable as all these checks may be, however, we perhaps 
place the greatest reliance on the sales of our products.” 


ADJUSTING FOR HIGHER COSTS 


“Because of higher advertising costs we are running more 
repeat ads to reduce production costs. We also find it nec- 
essary, at times, to reduce the number of ads to compensate 
for increased cost. We do not try to decrease the size of 
space, preferring to run fewer ads and keep attention value 
high. Direct-mail costs are also reduced by paring down 
size of lists.” 

“We are, of course, like every other advertiser, unpleas- 
antly aware of the rising tide of advertising costs. The only 
way we can see, however, to combat increased costs is to 
improve the effectiveness of our advertising appeals. Our 
actual expenditures for advertising will be somewhat greater 
during the coming period than they were during the corre- 
sponding period a year ago. The increased cost will not 
be entirely compensated for by increased circulation.” 


Food Products: No Important Shifts in Media 
MEDIA CHANGES 


“No important shifts in the allocation of expenditures 
are contemplated, although rate increases announced from 
time to time by various media cause us to study our sched- 
ules in order to maintain continuity within budget limita- 
tions.” 


“We are planning no important changes in allocation of 
our advertising money.” 

“Radio and newspapers, the most important media in our 
program, will continue to get the major share of our 
budget.” 

“There have been no abnormal shifts in the allocation of 
our expenditures and no discernible trend from one type 
of medium to another. Market conditions frequently neces- 
sitate changes of tactics, which are reflected in our plans, 
but it is impossible to generalize on them.” 


MEASURING EFFECTIVENESS 


“Our advertising messages are measured by such means 
as Starch and Hooper services. Our printed advertising is 
checked regularly against competitive copy, and the pulling 
power of our ads is evaluated one against the other. 
Premium returns in response to offers also serve as a check. 
We employ the Hooper service on our radio show and 
watch the ratings carefully in an effort to maintain as high 
a standard as possible.” 


“We have keyed advertisements in magazines and checked 
the number of replies. In such ads we have offered free 
booklets and other material of that kind. We have checked 
the reactions of our distributors through our field repre- 
sentatives, by verbal interrogation, as to the effectiveness of 
highway signs, painting of dealers’ trucks, etc. In a number 
of instances we have concentrated one or several types of 
advertising in certain localities to observe the effect on our 
actual sales in that area over a period of a year or more.” 


“During 1947 we made five consumer surveys, and twelve 
dealer-jobber surveys to check distribution of our adver- 
tised products. One advertising agency spent approximately 
$12,000 to determine the consumer appeal of our advertised 
product. In addition, we made use of recognized indepen- 
dent research organizations such as Starch reports on na- 
tional magazine media, and Hooper ratings on radio and 
independent audit bureau reports on billboard advertising. 


We are now employing the services of a number of metro- 
politan newspaper merchandising departments to assist our 
advertising department in checking the effectiveness of our 
displays.” 

“Direct sales resulting from our newspaper advertising are 
apparent each week in the branch merchandising offices. 
Continuing study of newspaper reading is watched for 
trends in readership. Spot surveys are made to check lay- 
out and copy styles. Radio ratings are studied to evaluate 
our shows and to observe national listening habits. Surveys 
poe in our stores to determine popularity of stations 
used. 


ADJUSTING FOR HIGHER COSTS 


“We are making no changes in our program because of 
higher costs.” 

“We have not yet cut back our totals appreciably be- 
cause of increased costs of media. This factor, however, is 
becoming serious and if the trend continues we will prob- 
ably be forced to take recognition of it as our margins are 
not increasing at anywhere near the same rate.” 


Leather Products: Increased Use of Trade Papers 
MEDIA CHANGES 


“We anticipate no real changes in the allocation of expen- 
ditures among the various media.” 

“During the war years, approximately 95% of our space 
was used in magazines, with 5% in trade papers. At present, 
this percentage has changed to 50% magazine, 45% news- 
paper and 5% trade paper space.” 


MEASURING EFFECTIVENESS 


“We rely to a considerable extent on the techniques used 
by Daniel Starch and staff, advertising statisticians.” 

“In checking the effectiveness of our magazine advertising, 
we rely mainly on Starch readership reports and are happy 
to say that our ads rank top or near the top in every book in 
which they appear. Naturally, we are also influenced by 
dealers’ reaction which has been most favorable and to a 
much lesser extent the actual number of inquiries received 
from each advertisement.” 


ADJUSTING FOR HIGHER COSTS 


“Although we have not yet made any changes in our ad- 
vertising schedules because of higher costs, we are anticipat- 
ing that some changes may be necessary during 1948. They 
will consist of any needed retrenchment to stay within our 
maximum expenditure of 844%, probably starting with 
reductions in the number of insertions of magazine adver- 
tisements.” 


“With increased space rates and production costs, we 
continue to maintain our dollar volume of advertising which 
results in a slightly lesser number of ads. However, we have 
not retreated from our basic policy of using four-color bleed 


insertions and do not plan to do so in the future.” 


Paper and Products: Free Booklets Tell Effectiveness 
MEDIA CHANGES 


“No important shifts in the allocation of our advertising 
expenditures are contemplated.” . . . “The most important 
shift we propose to make in 1948 is the inauguration of an 
institutional advertising campaign of the company’s prod- 
ucts and services in consumer publications, With this ex- 
ception, we will continue to use advertising media previously 
employed.” 
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“While we are dropping certain magazines, we are add- 
ing others and there is no important shift except in one 
product where the trend is away from national magazines 
into specific trade media.” 


“Our advertising is chiefly in the form of direct adver- 
tising and samples. We contemplate no change from this 
policy in the coming year.’ 


“We do not contemplate anything more than minor 
changes in the percentage of expenditures in magazine, trade 
papers, and other media.” 


MEASURING EFFECTIVENESS 


“Our methods of measurement have been directed 
toward determining the effectiveness of our advertising, 
based on results. Methods of more concrete measurement 
are so expensive that they seem justified only when dealing 
with a consumer product sold in large quantities. However, 
our methods include keyed advertising pointed toward 
returns such as booklet offerings, and the results are tabu- 
lated. This gives us a check on the effectivneess of particu- 
lar media. From time to time spot checks are made through 
consumers or processors and on one of our products we 
subscribe to Starch reports giving us comparison with com- 
petitive products. We have also conducted special promo- 
tion to check the effectiveness of the advertisements and 
the particular media. Speaking more generally we are work- 
ing now on a marketing plan with respect to each product in 
an endeavor to arrive at definite yardsticks to be used in 
the future in various ways to check the effectiveness of all 
types of advertising.” 


“Our advertising effectiveness is checked by Daniel Starch 
studies, coupon returns, a study of the rather extensive mail 
that results from our advertising and the comments and 
enthusiasm reported from wholesale merchants, their sales- 
men, the printing trade and the buying public. Our adver- 
tising is only one part of an extensive merchandising plan 
that includes many other elements that bear upon our 
industry standing and general public relations. It is prob- 
ably not possible to disengage these various factors and 
rate them separately.” 


ADJUSTING FOR HIGHER COSTS 


“Because of increases in advertising rates during the past 
year, we canceled a number of our advertisements i in order 
not to exceed our budget.” 


“As a result of the higher costs of advertising, we are 
reducing art and preparation costs by repeating certain of 
our advertising copy.” 


“Some of the changes in our budget this year have been 
due to higher costs of advertising. Intensive investigation 
has demonstrated the soundness of repeating certain par- 
ticular ads, and by the use of these tests and checks we 
have worked out a plan whereby we reduce such items 
as art and mechanical costs without affecting the total 
volume of our advertising. I think it is beyond question 
that the increase in advertising costs will lead to similar 
action by many advertisers. In addition to this, of course, 
we are intensively striving to make more accurate our con- 
trol of distribution of promotion material, eliminating dead- 
wood from mailing lists, reuse of displays, etc.” 


“Higher costs of advertising space, art work, plates, print- 
ing, and all other supplies that enter into an advertising 
effort have required us, in common with most other adver- 
tisers, to make some reductions in space, to drop some use 
of “bleed” space, and to drop some marginal publications 
in that schedule.” 


Rubber and Products: Public Opinion Research Aids 
Advertising 


MEDIA CHANGES 


“None contemplated.” “The bulk of our expendi- 
ture is in trade papers. We plan a slight shift toward con- 
sumer promotion. This will take the form of informative 
circulars, counter and window displays, and the limited use 
of mass publications to promote newly developed consumer 
products.” 


“We will have less magazine and printed matter adver- 
tising in 1948 but more in newspapers.” . “No impor- 
tant shifts except an increase in direct-mail advertising.” 


MEASURING EFFECTIVENESS 


“We key our ads and carefully record inquiry response. 
We spot check our direct-mail results. We spot check on 
orders, too. After order is received, we go back to deter- 
mine how inquiry originated. We make no effort to deter- 
mine total sales resulting from over-all advertising effort but 
rather determine results by value of customers brought in 
by one kind of effort or another.” 


“We use public opinion research both through personal 
interviews and direct mail to measure the effectiveness of 
our advertising. The results confirm some of the themes we 
have been using, cast doubt on others, and help show the 
strength or weakness of certain media.” . “Our adver- 
tisements are coded and returns are thus identified.” 


ADJUSTING FOR HIGHER COSTS 


“As a result of increased costs of things—advertising, art- 
work, photography, composition and related graphic arts— 
we have taken three steps to aid us to stretch our advertis- 
ing dollar further. 


“(1) We are utilizing art work and engravings we have on 
hand but which have not been published within a year or so. 


(2) We are occasionally repeating recently prepared ads, 
making sure only that they do not run consecutively in 
same publications. 


“(3) We have culled from our schedule those publica- 
tions which require plates made to nonstandard specifica- 
tions and have contracted for space on a full-page basis, 
as far as possible; a half schedule on our lists now consists 
of six full pages rather than twelve half pages. We avoid 
halves, thirds, quarters and ninths as much as possible, and 
accomplish a considerable production economy.” 


“We are using research to determine the most economical 
use of media: newspapers versus magazines; horizontal 
versus vertical publications; and duplicated versus undupli- 
cated circulation. All this helps us in our efforts to spend 
our advertising money more effectively. We are also cut- 
ting corners on advertising production expense in many 
ways.” 

“We have made no changes in our advertising program 
as a result of higher advertising costs.” 


Textiles: Trademark Advertising Dominants 


MEASURING EFFECTIVENESS 


“The over-all advertising of this organization is of such 
a nature that direct measurement of its effectiveness i is not 
possible, except as surveys have shown an increasing aware- 
ness of our brands. In 1947 an experimental localized con- 
test campaign with store participation was conducted, and 
the sales results were considered satisfactory for this spe- 
cialized type of advertising.” 


“Through our advertising agency which uses the Starch 
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readership reports, we get some measure of the effectiveness 
of our advertising. In addition, particularly in our trade 
paper advertising, we use coupons and we keep a record of 
the requests. With regard to booklets, pamphlets and other 
mail pieces and display folders, we get a direct response 
which leads us to believe we get some effective measure of 
that effort. Our general findings encourage us to believe 
that the work is worth while.” 


“Our whole point in advertising is to get the trade to 
accept labels in garments bearing our name and the effect- 
iveness of our advertising is measured by the number of 
garments which carry this label.” 


“We have made no serious attempts to check the effective- 
ness of our advertising. We do know that our advertised 
products have become better known. We cannot judge, 
however, whether our advertised products will have the call 
over those of our competitors until we have a buyers’ 
market.” 


ADJUSTING FOR HIGHER COSTS 


“Although costs have apparently increased, a recent study 
made by our advertising agency shows that except for pro- 
duction and art, actual costs of reaching readers and buy- 
ers have not increased substantially, in view of the larger 
audiences and circulations that have accompanied increased 
magazine rates.” 


“While we have made no radical changes in our adver- 
tising program as a result of higher costs of advertising, 
we have run repeat advertisements and have attempted to 
design their layout and consequent art work to hold down 
our preparation costs. In addition, we find that we can use 
local or small-town printers for reprint issues of booklets 
and, where quality considerations permit, in the printing 
of new booklets. Thus we can save substantially on the 
costs of printing in the large cities.” 

“The only change we have made in our advertising pro- 
gram as a result of high cost has been to step up the 
amount of our investment to offset the increased cost of 
the various media.” 


MEDIA CHANGES 


“We | are not contemplating any important shifts in 
media.” . . . “We are making no important shifts for 1948 
in the allocation of our expenditures.” 

“We have decided to spend more of our advertising appro- 
priation for direct contact with merchandisers and have 


ruled out any advertising in national magazines for the 
coming year.” 


“We are increasing our expenditure in trade papers and 
national magazines which have been carrying the major 
portion of our advertising. In addition, we will use a fair 
proportion of the increase in our budget in radio. Up till 
now our radio expenditures have been limited but we were 
impressed by the results.” 


Miscellaneous: Emphasis on Direct Mail 


MEDIA CHANGES 


“In 1947 we used direct-mail advertising in the first nine 
months of the year. In the latter part of the year we init- 
iated some trade paper advertising. In 1948 we expect to 
ae both, probably with the emphasis still on the direct- 
mail. 

“There have been no major shifts in our advertising 
programs except with the change from national weekly 
newspaper supplements to a national weekly magazine.” 


“Only minor shifts are contemplated. We are concentrat- 


ing our advertising in fewer magazines to increase the 
‘punch.’ We have dropped some magazines of questionable 
pulling power and have added others, such as Business Week 
and Tool Engineer.” 

“Radio advertising has been discontinued and the expen- 
ditures for this type of advertising have been allocated to 
newspaper and outdoor advertising.” 


“At present, we contemplate no major shifts in the allo- 
cation of expenditures among newspapers, trade papers, etc. 
Our advertising appropriation is spent on these major 
media in order of importance: newspapers, circulars, direct 
mail, radio. We do very little trade paper or national maga- 
zine advertising. There is a tendency toward the expan- 
sion of radio promotion because of the apparent effective- 
ness of this medium in the stores in which it has been tried. 
This expansion, however, will represent a gradual increase 
rather than a sudden shift, and probably will never assume 
the importance of either our newspaper advertising or direct 
mail.” 

“National advertising program has been substantially 
reduced. Newspapers will receive a larger proportion because 
of increased rates.” 


“The bulk of our consumer advertising is in national 
magazines. This year, however, we have shifted some of 
our emphasis from regular women’s magazines to national 
weeklies.” 


MEASURING EFFECTIVENESS 


“To measure concretely the effectiveness of advertising 
efforts is most difficult but, through such researches as those 
of Daniel Starch and others, we attempt to gather all the 
information possible on the results of our advertising.” 


“We keep a careful record of the inquiries received and 
their sources. In addition to following up by correspondence - 
we endeavor to have a salesman call. Periodically a sum- 
mary is drawn together in the endeavor to relate actual new 
sales to various advertising media employed.” 


“Each of the three major advertising agencies retained 
by this company attempt to evaluate our advertising. In 
addition, of course, we receive the Starch reports and other 
information on readership. Our most effective efforts are 
through our own merchandising division where we have sev- 
eral thousand salesmen operating through service ware- 
houses and retail stores situated from coast to coast. Their 
personal contacts with jobbers, dealers and customers are 
very helpful to us in evaluating the various advertising and 
merchandising activities.” 


“We have made attempts to measure our advertising 
efforts through surveys of the public, and of our customers 
and our own representatives. We feel that surveys made 
by our own representatives are very worth while.” 

“We continue to use the Starch ratings as one available 
measure of our advertising. The research departments of 
both our agency and our own company are endeavoring to 
provide added information on its effectiveness. We feel that 
there is an important opportunity to do a better job on this 
particular problem.” 


ADJUSTING FOR HIGHER COSTS 


“Even though advertising costs have advanced we have 
not made any changes in our program. We consider it im- 
portant in accomplishing our objectives.” 

“The costs of advertising are going up and we expect 
to constantly adjust our schedules. As we see costs on cer- 
tain media increasing, we will substitute others, which will 
reach the same public.” 


